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 I 

 

Abstract 

Pension funds have increasingly turned to ESG factors in their investment decision-

making. While on the one hand experiencing a promulgation of guidelines, 

taxonomies, and standards surrounding ESG factors, pension funds are on the other 

hand faced with the irreconcilability of ESG data. In the light of these problems, this 

thesis assesses how Danish pension funds contribute to the creation, dissemination 

and legitimization of ESG knowledge and how these ESG knowledge practices can be 

critically assessed from the theoretical lens of social epistemology. In doing so, it draws 

on eight semi-structured interviews with Danish ESG experts and a document analysis 

of academic as well as non-academic sources on sustainable finance. The thesis claims 

that the legitimization of ESG knowledge is informed, upheld and reinforced by a 

collective belief in its usefulness. Further, a Foucauldian perspective expands on this 

collective belief by identifying ESG knowledge as a site of power-knowledge struggles. 

Lastly, Miranda Fricker’s concept of epistemic injustice problematizes the complex 

jargon and consequent high epistemic standards of ESG knowledge. Ultimately, the 

findings suggest a higher degree of engagement with the critical public in the creation 

of ESG knowledge. 
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1 INTRODUCTION 

1.1 MOTIVATION 

In 2015, the United Nations (UN) General Assembly adopted the 2030 Agenda for Sustainable 

Development, a global framework which put forward the Sustainable Development Goals (SDGs) 

(United Nations, 2020a). The agenda is meant to represent “a plan of action for people, planet and 

prosperity” (United Nations General Assembly, 2015), aiming to foster human development while 

respecting the planetary boundaries (Steffen et al., 2015). Nearly five years after the goals have been 

adopted, recent reports have drawn the conclusion that no single country is on track to meet all of the 

SDGs (Sachs, Schmidt-Traub, Kroll, Lafortune, & Fuller, 2019). More fundamentally, the world may 

not even be able to finance these as reports indicate an annual SDG-funding gap of around USD 2.5 

trillion (UNCTAD, 2014; United Nations, 2020b). In response, public efforts have consequently 

concentrated on channeling capital into sustainable development, most recently through the EU’s 

Action Plan on Financing Sustainable Growth (European Commission, 2018). 

Especially large institutional investors such as pension funds are seen as potential key players for 

closing the funding gap for at least two reasons: First, with approximately USD 44.1 trillion of assets 

under management (AUM), OECD pension funds constitute the largest class of asset owners on a 

global scale and are immensely powerful financial players in the context of shifting capital towards 

sustainable development (Brigandi & Ortel, 2018; Hawley, 2011; OECD, 2019). Second, the naturally 

long-term investment horizon of pension funds offers great compatibility with the need for capital 

that is invested in sustainable long-term energy and infrastructure projects. Especially their large 

exposure to equity provides them with the power to exercise direct influence on virtually all listed 

corporations by means of their shareholder rights (Hawley & Williams, 1997; Vitols, 2011). 

Followingly, many voices have expressed their anticipation of a new era of “fiduciary capitalism” as a 

potential next step in the evolution of capitalism (Hawley & Williams, 1997; Rogers, 2014). Since 

pension funds’ diversified exposure to great parts of the economy arguably implies “universal 

ownership” (PRI, 2017), one would expect their interests to coincide with those of the economy at 

large. This means that, in contrast to smaller investors, pension funds have a financial incentive to 

anticipate and factor in negative externalities of their investments, because the externalities from one 

investment effect various or even all other investments (as it may be the case for e.g. greenhouse gas 

emissions). Thus, from the perspective of a large pension fund, “[w]e own the best stock and the worst 
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stock. […] Why wouldn’t we want to make the worst stock a little ‘less worst’?” (Minow, 2017). This 

way, the big hope is “that fiduciaries have the potential to reconnect financial services with the society 

they serve” (Rogers, 2014, p. 11). 

With institutional investors described as “dominant players in capital formation” (Rogers, 2014, p. 6), 

their long-term oriented nature has been ascribed the role of shaping financial markets, while also 

being bound to “a duty of care and loyalty [and] plac[ing] the needs of their beneficiaries above all 

other considerations” (Rogers, 2014, p. 6). This way, the beforementioned claim of a new era of 

“fiduciary capitalism” is spun even further, being denoted an “ownership revolution” (Hawley, 2011, 

p. 36) or “citizens’ capitalism” (Hawley, 2011, p. 22). The influential power of pension funds on 

financial markets in combination with their role in representing their members supposedly leads to 

the “radically game changing nature of the ownership revolution” (Hawley, 2011, p. 22) through 

stakeholders increasingly becoming indirect shareholders (Hawley & Williams, 1997). Attributed a 

nearly social activist status, the role of pension funds has followingly been elevated to an influential 

position, not only in financial markets but also in society (Sjöström, 2008). This role, presumably 

spanning beyond their fiduciary duty of providing its members with a steady pension, has been 

underlined by an ESG manager of a Danish pension fund holding a TEDx Talk earlier this year with 

the provocative title “Pension funds can save the world” (TEDx Talks, 2020). 

In Denmark, these considerations have led to pension funds taking a more active role in the 

sustainable finance agenda. And while the USD 0,68 trillion of AUM in Danish pension funds only 

constitute a marginal share in a global perspective, the Danish pension-asset-to-GDP ratio amounts 

to 198,6 % - the highest of all OECD countries (OECD, 2019). As such, Danish pension funds are 

seen as possessing immense financial potential that should be put into effect in the future. Followingly, 

the Danish government has recently announced, together with a number of major Danish pension 

funds, that the latter plan to invest USD 51,67 billion in green energy and infrastructure projects as 

well as green stocks and bonds until 2030 (CNBC, 2019). 
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1.2 PROBLEM STATEMENT 

In order to act according to the principle of universal ownership, pension funds and other investors 

have increasingly turned to ESG (environmental, social and governance) factors in their investment 

decision-making and active ownership1. These kinds of information aim at measuring an organizations’ 

progress in terms of environmental, social and governance factors and are more and more 

complementing the use of classical financial metrics in assessing the attractivity of a certain asset or 

portfolio of assets. Among others, this is done by relating ESG scores to the risk and return 

expectations of specific investments (PRI, 2019). ESG therefore plays an instrumental role in 

providing pension funds with the information on which they can align their decision-making with 

what they perceive as a long-term sustainable economy. Indeed, recent studies find that globally as 

much as 75 % of asset owners incorporate ESG information in their investment decision-making in 

some form (Spencer, Kearns, & Denys, 2019). Furthermore, USD 17.5 trillion in AUM have been 

claimed to be invested according to ESG criteria on a global scale (Global Sustainable Investment 

Alliance, 2018a). 

However, in recent years, a significant challenge emerged: 66 % of institutional investors see high-

quality ESG data as the biggest impediment for the further adoption of ESG concerns (Spencer et al., 

2019). As such do ESG rating providers exhibit a high level of disagreement about the ESG rating of 

a same company, leaving investors with conflicting information for their decision-making (Berg, 

Koebel, & Rigobon, 2019). Even more so, the ESG data from rating providers oftentimes does not 

allow pension funds to cover the entirety of their portfolio, leading them to enrich and combine 

multiple ESG data approaches in the attempt to get a comprehensive picture (Spencer et al., 2019). 

Answers to this challenge include the creation and promulgation of new guidelines, taxonomies, and 

standards surrounding ESG factors. As a further development on the basis of guidelines on 

responsible investments published by the OECD or the UN Principles for Responsible Investing, the EU 

taxonomy on sustainable finance has been released in February 2020, clarifying what may legitimately 

qualify as sustainable finance to a greater extent than before (EU Technical Expert Group on 

Sustainable Finance, 2020; PRI, 2019; Stewart & Kaminker, 2012). Simultaneously, there has been a 

continuous growth of initiatives for investor collaboration (e.g. the Climate Action 100+ network) and 

 

1 More precise definitions and demarcations of terms like these will follow in the next section. 



 

4 
 

improved ESG reporting (e.g. the Taskforce on Climate-related Financial Disclosures) as well as a 500 % 

increase in organizations offering ESG ratings since 2010 (Climate Action 100+, 2020; TCFD, 2020; 

Wong, Brackley, & Petroy, 2019). While these developments have the underlying purpose to provide 

guidance on sustainable finance, it has also been voiced that they lead to “confusion” among investors, 

making it difficult to navigate the field of ESG (Poh, 2019). 

To summarize, Danish pension funds are faced with a plethora of guidelines, initiatives and ESG data, 

have experienced a growth in committed capital to ESG-related investments and have been ascribed 

an increasingly important role in financing the green transition (“den grønne omstilling”). This has 

placed Danish pension funds in a position of balancing the irreconcilability of ESG data with their 

fiduciary duty of providing a promised financial return on investment while simultaneously engaging 

with political agendas and ultimately representing their members. This leads to the research question 

and intended purpose of the thesis, which will be elaborated in the following. 

1.3 RESEARCH QUESTION AND PURPOSE OF THE STUDY 

Departing from the motivation and the problem statement, this study sets out to investigate the 

following research question: 

How do Danish pension funds, faced with the irreconcilability of ESG data, contribute to the creation, dissemination 

and legitimization of ESG knowledge and how can these knowledge practices be analyzed and critically assessed from 

a lens of social epistemology? 

In doing so, the object of research will be ESG knowledge and ESG knowledge practices2. ESG 

knowledge is hereby defined as the set of environmental-, social- and governance-related information3 

with the goal of facilitating an assessment of financial-material as well as extra-financial implications 

of investment-related decision-making. Followingly, ESG knowledge practices are defined as the set 

of activities that are concerned with the gathering and processing of ESG knowledge. Basing our 

 

2 As both of these definitions are vastly dependent on what is considered to be knowledge, we base them on the 
considerations of Du Rietz (2018). She theorizes that, “[w]hile information may take the form of representation or factual 
commodity, knowledge is a way of acting” (Du Rietz, 2018). Consequently, our definitions of ESG knowledge and ESG 
knowledge practices include a strong reference to the ability to act on one’s information. 
3 For reasons of practicality and readability, the terms ESG information, ESG factors and ESG data will be treated as 
synonyms. 
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research on the problem that there is no single perfect set of ESG information available in the market, 

we understand ESG knowledge practices in pension funds to be concerned with creating knowledge 

(e.g. by combining data and thereby gaining a new, individual understanding). Furthermore, we assume 

pension funds to actively engage in the dissemination of this knowledge (e.g. through investor 

networks) which is of relevance particularly because this ESG knowledge can be the basis for decision-

making for other investors. Finally, we assume the legitimization of ESG knowledge to be an 

important part of ESG knowledge practices, given that there are conflicting ESG ratings available and 

the relatively new practice of considering non-financial data in financial decisions. 

Additionally, it needs to be clarified that we understand ESG knowledge as the underlying basis that 

informs each of the commonly employed responsible investment4 strategies such as impact investing, 

sustainability-themed investing, best-in-class screening, norms-based screening, active ownership, 

negative screening and particularly also ESG integration (Global Sustainable Investment Alliance, 

2018b). The latter is defined as “the explicit and systematic inclusion of ESG issues in investment 

analysis and investment decisions” (PRI, 2018), but, to our understanding, is only one way to make 

use of ESG knowledge besides many. Two important approaches that represent practical cases for 

the implementation of ESG knowledge have found particular emphasis in Danish pension funds, 

namely active ownership and divestment. The beforementioned “ownership revolution” has already 

hinted towards a movement away from “simple ‘exclusionary’ policies” (Vitols, 2011, p. 36) towards 

active ownership strategies. These strategies aim at influencing the management of companies to 

change their policies on critical ESG issues through activities such as letter writing, discussions with 

management, shareholder resolutions and voting in annual shareholder meetings. Divestment policies, 

in return, reflect an investor’s systematic exclusion of assets that are related to certain types of 

controversial activities or industries, that may e.g. include chemical weapons, tobacco or climate-

damaging industries (Henriques & Sadorsky, 2018; Vitols, 2011)5. Consequently, as both of these 

activities make use of ESG knowledge through information gathering but also by means of 

 

4 There are great inconsistencies as to how the practice of considering non-financial data in the area of finance should be 
termed (e.g. sustainable finance, (socially) responsible investing, ethical investing, or ESG investing). For the context of 
this thesis, we will therefore attempt to refrain from the general debate about these terms and use the term sustainable 
finance as an umbrella term for the beforementioned notions. The only exception to this will be the terms responsible 
investing as opposed to ESG investing, which will be of relevance and elaborated on in chapter 6.1. 
5 At this point of the thesis, these definitions should serve to guide the reader in all subsequent remarks, however there 
will be a more detailed discussion in section 6.3. 
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legitimizing these practices as impactful strategies, the research project focuses on the creation, 

dissemination and legitimization of this underlying ESG knowledge. 

The research question actively avoids studying the identified problem with a focus on rating providers 

which are arguably closer to the roots of the problem in ESG data, but instead proposes to study the 

recipients of this data who have to practically deal with its irreconcilability and the diverging 

approaches to mitigate it. Since it is pension funds in which the hopes for channeling the necessary 

capital to sustainable development ground, we are interested in how they deal with the challenging 

field of ESG knowledge. In doing so, we choose to consistently follow the approach of social 

epistemology, “investigating the epistemic effects of social interactions and social systems” (Goldman 

& O’Connor, 2019), for three reasons. Firstly, we argue that ESG knowledge and its practices are 

fundamentally epistemological matters. The constitution of definitions and taxonomies, the collection 

and analysis of data points as well as the interplay with the societal desire for a more sustainable 

economy requires constant decision-making on what counts as legitimate knowledge in a social 

context. Secondly, the financial disciplines’ research on ESG exhibits a low level of methodological 

variety and reflection. The predominant approach is coined by quantitative and deductive research 

methods, with an underlying positivist research paradigm, which can ultimately result in an 

epistemological blindness to other potentially interesting results (Lagoarde-Segot 2019). Thirdly, an 

investigation along the lines of social epistemology allows – as promised by the term – the 

consideration of social interactions which feed in the creation and dissemination of ESG knowledge. 

In doing so, the perspective of social epistemology on ESG knowledge will be informed by three main 

approaches. First, the concept of collective belief, a cornerstone of social epistemology, is employed 

to investigate the current social context of ESG knowledge and its legitimization. Secondly, Michel 

Foucault’s concept of power-knowledge (from a neoliberal perspective) is chosen in order to be able 

to analyze the social power dynamics that are assumed to underpin the increasing relevance of ESG 

knowledge. Thirdly, Miranda Fricker’s concept of epistemic injustices expands on Foucault’s 

considerations and will serve to problematize the identified power-knowledge dynamics from a 

normative perspective. 
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1.4 DELIMITATION 

Before introducing the following structure of this thesis, it is important to mention that the purpose 

of the research question is not to assess the quality of ESG as a practice, neither financially nor on an 

environmental, social and governance level. As such, it is not the aim and within the scope of this 

thesis to evaluate the impact or role that Danish pension funds play in the broader sustainability 

agenda. Further, despite the existence of a multitude of approaches that use ESG knowledge, such as 

the beforementioned divestment and active ownership activities, this thesis will not provide a guide 

nor draw recommendations on which one is the most profitable, most sustainable or most impactful. 

Lastly, it is not the aim of this thesis to assess whether pension funds have a duty or responsibility to 

exercise their financial influence over invested companies. Rather, as outlined in the previous section, 

a focus is placed on the use of ESG knowledge by Danish pension funds, faced with the promulgation 

of ESG data, an immense amount of available capital and an increasingly ascribed role as impactful 

financial players. Although many other nations such as the Netherlands, Germany and other Nordic 

countries have experienced a rise of institutional investing with a focus on ESG, for reasons of access 

and scope of this thesis, it was chosen to study ESG knowledge in Danish pension funds. 

Ultimately, we hope to provide manifold contributions of both academic and practical nature by 

conducting this study. Academically, we aspire to put forward an approach in studying ESG 

knowledge that is informed by both finance, philosophy and sociology research. While the object of 

research is particularly relevant to the business and finance disciplines and grounds in its theoretical 

body, we hope that the results of our study reveal the need for more sociological and philosophical 

research in that area. Further, we also hypothesize that introducing sociological and philosophical 

methods to the business and finance disciplines could mitigate its methodological one-sidedness and 

reveal fruitful results. Practically, we aim to be able to contribute a detailed account of how Danish 

pension funds deal with the irreconcilability of ESG data and thereby contribute to understanding 

best-practices and needs for future development. 
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1.5 STRUCTURE AND OUTLOOK OF CHAPTERS  

Following this introduction, we attempt to answer the presented research question as follows. First, 

we briefly introduce the Danish pension fund system and its relevant actors. Afterwards, a literature 

review on ESG research from the business, finance and sociology disciplines identifies existing 

research themes and informs the analysis at a later point of this study. One of these approaches, the 

concept of collective belief, is consequently further expanded in the chapter 4, which will provide the 

theoretical foundations for the concepts of Foucault and Fricker. While chapter 5 elaborates on our 

methodological approach of employing a document analysis as well as semi-structured interviews with 

Danish pension fund practitioners and ESG experts, the following chapter 6 presents the analyzed 

findings of these methods. In chapter 7, these findings will be subject to a theoretical analysis with 

regards to collective belief, power-knowledge and epistemic injustice, before a discussion will relate 

the previous consideration to the larger questions concerning the datafication of sustainability as well 

as seeing pension funds as social activists. Finally, the conclusion will summarize the study, consider 

its limitations and contributions as well as outline interesting future research opportunities to be 

conducted. 
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2 THE DANISH PENSION SYSTEM 

The Danish pension system is comprised of three pillars. The first pillar consists of two tiers, is 

mandatory and universal in coverage (Guardiancich, 2010). The first tier is the Folkepension (people’s 

pension), a flat rate pension financed by general tax revenue (Pension Fund Online, 2020). The second 

tier consist of various tax-funded supplementary schemes with differing purposes and structures, 

which are all income-related to different degrees (Guardiancich, 2010). The biggest of these second-

tier pension schemes is the ATP (Arbejdsmarkedets Tillaegspension, Labor Market’s Supplementary 

Pension) which is a supplementary state pension for employees between 16 and 67 with more than 

nine working hours per week. It is funded by fixed-sum contributions paid by employees and 

employers, with a share of one third and two thirds respectively (Guardiancich, 2010; Pension Fund 

Online, 2020; Trampusch et al., 2010). Since the second pillar relies on active contributions from 

employment, the “ATP has an important social function [… for] people on maternity leave or 

recipients of unemployment benefits” (Guardiancich, 2010, pp. 3–4)6. 

The second pillar is constituted by the AMP (Arbejdsmarkedspensionerne, Labor Market Pensions). The 

AMP is not mandated by law but evolved through collective agreements between employer 

organizations and unions. The agreed pension plans are compulsory for companies which operate 

under these agreements with very limited options for opting out. The average contribution rate is at 

15 % of the income, with two thirds carried by the employer and one third carried by the employee 

(Pension Fund Online, 2020). The vast majority of these pension plans work as so-called “funded 

defined contribution plans” (OECD, 2019, p. 132), where contributions flow into individual accounts. 

After retirement, these contributions and their investment returns translate into a monthly pension. 

These pensions are usually managed by one pension fund per collective agreement, with the board 

consisting of both employee and employer representatives (Guardiancich, 2010). This contrasts with 

company pension funds which are on the decline, holding only about 1 % of the entire Danish pension 

assets (Danish Financial Supervision Authority, 2019a). Finally, it is crucial to see that the quasi-

mandatory nature of the AMP has led to a position where collective agreements provide a 

supplementary pension to 93 % of Danish wage-earners between 30 and 60 (Guardiancich, 2010). 

 

6 Other second-tier pension schemes in the first pillar include the Særlig Pensionsopsparing (for employees, self-employed, 
recipients of unemployment and sickness benefits), Supplerende arbejdsmarkedspension (for disabled people) and a pension 
scheme for tjenestemænd (civil servants). For more information the interested reader may consult (Guardiancich, 2010). 
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Finally, the third pillar consists of voluntary private pension plans offered and managed by banks or 

insurance companies. Here, too, the investments are regulated and in 2010, around 1 million people 

employed private pension plans in Denmark (Guardiancich, 2010). 

2.1 DANISH PENSION FUNDS AND SECTOR ASSOCIATIONS 

Corresponding to the system described above, Danish pension funds can be differentiated into 

publicly mandated organizations in the first pillar (e.g. ATP), occupational pension funds in the 

second pillar (e.g. PKA) and commercial pension funds in the third pillar of the Danish 

pension system (e.g. PFA). Table 17 gives an overview about Danish pension funds as 

measured by total AUM in 2018. 

Name Type AUM (in billion DKK, rounded) 

ATP Public 886 

PFA Pension Commercial 512 

Danica Commercial 496 

PKA Pension Occupational 330 

Sampension Occupational 302 

PensionDanmark Occupational 236 

Velliv Commercial 216 

Industriens Pensionsforsikring Occupational 172 

P+ Pensionskassen for Akademikere Occupational 121 

AP Pension Commercial 115 

MP Pension Occupational 114 

PenSam Occupational 114 

Lærernes Pension Occupational 101 

Lægernes Pension Occupational 89 

Pædagogernes Pension Occupational 68 

Topdanmark Commercial 64 

Skandia Link Commercial 30 

Alm. Brand Commercial 16 

Tryg Commercial 1 

Table 1: Overview of Danish Pension Funds 

 

7 Source: (Danish Financial Supervision Authority, 2019b). Pension funds that operate under the same administrative 
organization have been consolidated in this table. The numbers from PKA and ATP are for 2019, whereas the rest is for 
2018. 
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The pension funds and other Danish financial players organize themselves in the sector association 

Forsikring og Pension (Insurance and Pension) as well as in the organization Dansif, an “impartial forum 

for actors with substantial interest in responsible investments” (Dansif, 2020). 

2.2 THE DANISH PENSION SYSTEM IN NUMBERS 

In 2018, Danish funded and private pensions amount to around USD 0,68 trillion in assets, 

constituting only a marginal share of the approximately USD 44.1 trillion of assets in funded and 

private pensions across all OECD countries. However, the Danish pension-asset-to-GDP ratio of 

198.6 % is the highest of all OECD countries, with an average OECD asset-to-GDP ratio of 82.3 %8. 

The OECD suggests that the main reasons for this high ratio are “private pensions from long ago, 

and […] mandatory or quasimandatory private pension systems”(OECD, 2019, p. 210). 

Of the approximately USD 0.68 trillion in pension assets, 25.2 % is invested in equity, 30.9 % in bills 

and bonds, 1 % in cash, 3.9 % in collective investment schemes, and 39 % in other asset classes. This 

proportionately big share in alternative forms of investments includes loans, land, buildings, 

unallocated insurance contracts, hedge funds, or other mutual investment schemes. The real geometric 

return on investment rate was -1.3 % in 2018, 4.2 % in the 5-year annual average, 4.6 % in the 10-year 

annual average, and 4.2 % in the 15-year annual average. Of all OECD countries where such 

calculations were possible, only Australia, Canada and Norway can showcase higher real annual returns 

on investment over the course of the last 15 years (OECD, 2019). Generally, Denmark is considered 

to be “one of the few countries in the world that copes well with the challenge of providing its citizens 

with both a flexible labor market and with socially adequate old age pensions that are also fiscally 

sustainable” (Guardiancich, 2010, p. 2). 

  

 

8 Other countries with an asset-to-GDP ratio of over 100 % include the Netherlands (173.3%), Iceland (161.0%), Canada 
(155.2%), Switzerland (142.4%), Australia (140.7%), the United States (134.4%) and the United Kingdom (104.5%). 
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3 LITERATURE REVIEW 

The following chapter provides an overview on the research that has previously been conducted on 

the topic of ESG from perspectives that are relevant for the project at hand. In doing so, the 

considerations focus on the business and finance disciplines on the one hand, and on sociology on 

the other hand. The only concept that has been identified to integrate a philosophical perspective on 

ESG is the concept of collective belief which will serve as the basic theoretical foundation in this 

context and is therefore presented in a more detailed way in section 4.1. 

3.1 ESG RESEARCH IN BUSINESS AND FINANCE 

Most of the research on ESG has been conducted within the business and finance disciplines. In the 

following, four relevant research streams within these disciplines are elaborated on, i.e. debates about 

the effects of ESG on corporate financial performance, diverging ESG data, the relation between 

ESG scores and firm size and finally the relation between pension funds and ESG. 

 

The question whether using ESG data impacts financial variables has dominated ESG research for 

decades and is still waging. Here, the most prominent debate revolves around whether and how ESG 

performance impacts corporate financial performance. A meta study conducted by Friede et al. (2015) 

traces the beginnings of this debate back to the 1970s. The sheer number of studies that have been 

conducted in this regard is impressive as such: Friede et al. estimate that from 1970 to 2015, more 

than 2000 empirical studies that relate ESG to corporate financial performance (CFP) have been 

published (see Figure 1). 

Among these studies, the opinions on how ESG and CFP are correlated differ severely9. Since existing 

meta-studies on the issue have been subject to stark methodological critique, Friede et al. use both 

primary and secondary data from around 2200 academic reviews and primary studies. First and 

foremost, the authors conclude that roughly 90 % of the studies find a non-negative relation between 

ESG data and CFP, while a large majority attributes a positive relationship. Thus, the authors conclude 

 

9 A detailed analysis of the ESG-financial performance relation is not of relevance in this context. For examples of single 
studies that suggest positive, negative or neutral effects of ESG on corporate financial performance, the reader is referred 
to (Sievänen et al., 2017). The section at hand shall concentrate on the research of Friede et al. 2015, as it presents the 
most extensive study on the subject at the time of this project. 
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that there is clear evidence for the business case of ESG investing. This contrasts with the prevailing 

myth that ESG “effectively ends up reducing shareholder value” (Kotsantonis, Pinney, & Serafeim, 

2016, p. 10) and a range of researchers who find “ambiguous, inconclusive, or contradictory” 

(Sievänen, Rita, & Scholtens, 2017, p. 211) evidence for this conclusion. Among investors, Friede et 

al. hypothesize, the common conception of the ESG-CFP relation is that it is, at best, neutral. 

 

Figure 1: Estimated number of empirical studies on the ESG–CFP relation over time. Source: (Friede, Busch, and Bassen 2015, 211) 

The authors suggest that this common misconception prevails due to studies that were focusing on 

portfolios. Whereas the empirical results attribute a positive relation across approaches, regions and 

asset classes, portfolio-based studies are the only outlier. Figure 2 shows the ESG-CFP relation in 

dependence of whether the sample consists of portfolios. Consistent with neoclassical portfolio theory 

(e.g. Fama, 1970, 1991; Markowitz, 1952), which poses that excluding stocks leads to less risk 

diversification, the results indicate a very mixed and ambiguous ESG-CFP relation. Friede et al. argue 

that this outlier can be traced back to three causes. First, it is suggested that a potentially positive ESG-

CFP relation in portfolios is drowned by the presence of multiple overlapping market and non-market 

factors. Second, the practice of ESG portfolios commonly using both negative and positive ESG 
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screening could result in distortion10. Third, studies on portfolios are the only studies that include 

portfolio management fees as well as trading costs. Thus, it could be that the average investor cannot 

harvest ESG alpha after these costs are taken into account, while sophisticated investors can do so. 

In any case, the authors’ main conclusion holds: “at the worst case, investors in ESG mutual funds 

can expect to lose nothing compared to conventional fund investments” (Friede et al., 2015, p. 226). 

 

Figure 2: ESG–CFP relation in vote-count studies in dependence of portfolio- and nonportfolio sample. Source: (Friede et al., 2015, p. 221) 

 

The debate around ESG data quality and related aspects (e.g. commensurability, availability, accuracy, 

and transparency) is nearly as extensive as the ESG-CFP discussion. The following paragraphs will 

describe the continuous calls for better ESG data and the development of the ESG data industry, 

before presenting identified causes of lacking data quality and proposals to deal with data 

irreconcilability. 

For more than two decades, researchers have pointed out the unreliability of ESG data (Griffin & 

Mahon, 1997; Mattingly & Berman, 2006; Orlitzky, 2013; Orlitzky & Swanson, 2008; Rowley & 

Berman, 2000). This data is of paramount importance for practitioners (e.g. investors) and academics 

 

10 For more information on positive and negative screening the reader is referred to the following guide. 

https://www.robeco.com/en/key-strengths/sustainable-investing/glossary/positive-screening.html
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alike, as quality data is the foundation for any sensible ESG performance measurement and rating. 

First published in 2010, the Rate the Raters report by the sustainability consultancy SustainAbility outlines 

that improving data quality and comparability across ESG ratings is a continued priority for their users 

(Wong et al., 2019). Likewise, Eccles et al. (2017), Feifei & Polychronopoulos (2020) as well as Amir 

& Serafeim (2018) emphasize that the biggest hurdle towards integrating and using ESG data for 

investment decision-making is the lack of ESG reporting standards and the resulting lack of consistent 

high-quality data across industries and countries. Authors such as Busch et al. (2016) even argue that 

the need for ESG data to improve has systemic relevance for sustainability as such, since they see this 

as a major impediment towards a financial sector that functions as a key player in accelerating 

sustainable development. 

These persistent calls for better ESG data meet drastic changes in the ESG research industry over the 

last ten years. While there were 108 identified ESG rating systems in 2010, the number rose to 250 in 

2013 and to over 600 in 2019 (Douglas, Van Holt, & Whelan, 2017; Pagano, Sinclair, & Yang, 2018; 

Wong et al., 2019). Simultaneously, the industry consolidated through various mergers and acquisitions 

among the players (Wong et al., 2019). It might be these developments that have tempted some 

authors to publish statements that deem the age of unreliable ESG as an issue of the past (Kotsantonis 

et al., 2016). 

It is telling, though, that three years later the same scholar co-authored a paper posing that ESG “data 

inconsistency is worse than you think” (Kotsantonis & Serafeim, 2019, p. 51). Indeed, a large body of 

recent literature agrees that ESG ratings are still of limited trustworthiness. On the one hand, issues 

of “theorization” produce fundamentally differing approaches to how ESG is conceptualized 

(Chatterji, Durand, Levine, & Touboul, 2016). Saadaoui & Soobaroyen (2018) find that while the 

general use of E, S, and G themes, as well as the adoption of exclusion and positive criteria is consistent 

across raters, the thresholds for exclusion differ a lot. Berg et al. (2019) argue along similar lines in 

posing that these conceptual differences account for roughly 44 % of the disagreements on ESG 

ratings among the rating providers. 

On the other hand, Chatterji et al. (2016) make clear that even when adjusted for these explicit 

differing conceptual stances, there still remain large problems with “commensurability” between 

ratings, meaning that even when raters reportedly measure the same thing, there are different methods 

to do so. In regard to company disclosures, Kotsantonis & Serafeim (2019) find 20 different measures 
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for health and safety among 50 large US companies, while Saadaoui & Soobaroyen (2018) observe 

that raters themselves use different quantifications and weightings for specific ESG issues. Other 

studies back up these findings and consequently call for greater awareness in understanding the rating 

methodologies as well as for consideration of which ratings investors should use for which purpose 

(Conway, 2019; Delmas, Etzion, & Nairn-Birch, 2013; Pagano et al., 2018). In effect, Berg et al. (2019) 

conclude that differences in measurement are the primary cause for disagreement among ESG ratings. 

Furthermore, additional factors leading to irreconcilable ESG scores for the very same company can 

be related to the way in which the rater defines its benchmark, how missing data is mitigated through 

data imputation and the pace in which ESG data becomes outdated (Douglas et al., 2017; Kotsantonis 

& Serafeim, 2019). As a result, Chatterji et al. (2009) find ESG ratings to have limited predictive 

capabilities. Summarizing, Figure 3 illustrates how different the assessments of individual companies 

can be depending on which rater compiles the evaluation. 

 

Figure 3: MSCI vs. Sustainalytics rating scores of S&P 1200 equities. Source: CSRHub cited in (RBC Global Asset Management, 
n.d.) 

Also, quite contrary to earlier academic predictions, the increase in data disclosure has not weakened 

but even worsened this trend: the more ESG data is available on a company, the more raters disagree 

about their performance (Christensen, Serafeim, & Sikochi, 2019). Faced with these conditions, 

Pagano et al. put forward a statement of mild resignation: 
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However, the plethora of ESG-related indexes and products have also created a crowded marketplace and 

confusion. For example, in a 2013 survey, GlobeScan and SustainAbility polled over 700 qualified sustainability 

practitioners. The majority were unfamiliar with most of the ESG ratings and indexes tracked by SustainAbility 

for the survey. This is unsettling. If sustainability practitioners themselves are unfamiliar with ESG ratings and 

indexes or find them confusing, how will other users (e.g., consumers and retail investors) fare? (Pagano et al., 

2018, p. 361) 

Pragmatic suggestions of dealing with these circumstances include reflection on the raters’ 

methodology and alignment with one’s own interests (Feifei & Polychronopoulos, 2020; Stubbs & 

Rogers, 2013) as well as accepting that there is no one-size-fits-all solution (Capelle-Blancard & Petit, 

2017). Instead, Capelle-Blancard & Petit suggest ESG weightings schemes that relate to the issues that 

a specific company is scrutinized for in the media. Other proposals outline future research endeavors 

that clearly differentiate between the ESG disclosure and ESG performance to illuminate the 

interdependencies between them (Hinze & Sump, 2019). Finally, In et al. (2019) suggest a user-centric 

approach to ESG ratings, where ESG data is tailored to predict only specific variables in the 

investment decision at hand. 

 

Some research has addressed the relation between ESG scores and firm size. Theoretically, 

Udayasankar (2008) argues there should be a U-formed correlation between ESG performance and 

firm size. However, Tamimi & Sebastianelli (2017) find that large-cap companies generally obtain 

higher ESG scores. Drempetic et al. (2019) agree and, in a closer examination, discover a strong 

positive correlation between firm size and ESG scores in general. They pose the argument that these 

results cannot be explained by large companies continuously outperforming smaller companies. 

Instead, in line with Baumann-Pauly et al. (2013), they argue that larger firms possess attributes that 

are favorable for promoting sustainability achievements, which smaller firms do not have (e.g. 

resources for public relations). This argument is of course problematic for ESG data quality as they 

are supposed to measure actual performance rather than capabilities for self-promotion and 

greenwashing. 

 

While much of the early academic debate around institutional investors (e.g. pension funds) and ESG 

focused on reconciliating fiduciary duty with taking non-financial performance into consideration 

(Amalric, 2006), it is now commonly accepted among practitioners and scholars alike. In the US, for 
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instance, this led to the Department of Labor reconsidering its earlier recommendation to leave non-

financial data out of the investment decision-making (Kotsantonis et al., 2016). Instead, ESG 

integration is nowadays perceived as one of the most popular investment strategies among pension 

funds (Amir & Serafeim, 2018). Although some authors state that ESG practices are not yet the reality 

for all investors (Kotsantonis et al., 2016), the most recent years have seen an increase in demand for 

ESG data (Feifei & Polychronopoulos, 2020). Gianfrate (2018) highlights that pension funds’ long-

term investment horizon and fiduciary duty have brought ESG integration close to being a common 

practice in the industry. However, Sievänen et al. (2017) find in their study of pension funds across 15 

European countries that practical struggles in striking the balance between finance and responsibility 

still persist. 

Several authors elaborate on the practices that pension funds employ on the basis of ESG data. The 

practices that Vitols (2011) describes for pension funds in 2011 are continuously relevant in today’s 

context: exclusionary policies, ESG integration into investment decisions, active ownership, specific 

clean-tech investments, and international investor collaboration. Particularly active ownership 

elements have been under academic scrutiny. Wagemans et al. (2018), de Graaf & Haigh (2011) and 

Hamilton & Eriksson (2011) research how pension funds in the UK, Netherlands and Sweden engage 

with their portfolio companies in order to induce positive changes in relation to their ESG 

performance. Besides that, scholars have engaged in the debate of whether divestment (for example 

from fossil fuel-based companies) can be seen as an effective tool for change (e.g. Henriques & 

Sadorsky, 2018). 

Finally, multiple researchers have established a link between institutional owners, such as pension 

funds, and improving corporate performance with regards to ESG. Dyck et al. (2019) find that active 

engagement of pension funds improves ESG performance in their portfolio companies, and Alda 

(2019) highlights more specifically that firms with large pension fund-holdings are more likely to use 

renewable energy as well as disclose more ESG data. Summarizing these effects, Oikonomou et al. 

(2020) describe the positive effects that pension funds have on the ESG performance of their portfolio 

companies, and vice versa, as a “virtuous circle between long term investment and social 

responsibility” (Oikonomou et al., 2020, p. 14). 
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3.2 ESG RESEARCH IN SOCIOLOGY  

In the discipline of sociology, debates around practices in financial markets have been led for some 

decades. These have centered around the performative power of economic models (Callon, 1998), the 

materiality of market structures (MacKenzie & Millo, 2003), and narratives and social discourse 

shaping and mobilizing certain patterns of social interaction, including our normative conceptions of 

how market interactions should take place (Butler, 2010; DeGoede, 2005). However, few ESG-

specific accounts have been produced. The following paragraphs introduce sociological critiques of 

ESG research and practice as well as specifically sociological accounts of ESG investing. 

 

A dominant theme of sociological debates around ESG and sustainable finance (SF) consists of strong 

critiques of finance researchers’ and practitioners’ engagement with the topic. Naturally, these debates 

relate to larger critiques of financial and economic disciplines, but these are not of greater relevance 

in the given context. For instance, several scholars see the current practice of ESG and ESG finance 

research as severely detached from both the economic and the social spheres (Alijani & Karyotis, 

2016; Lagoarde-Segot, 2014, 2015a; Paranque, 2017; C. Revelli & Viviani, 2015; Christophe Revelli, 

2016, 2017a). Lagoarde-Segot (Lagoarde-Segot, 2014, 2015b, 2019; 2018), for instance, argues that the 

economic and the social sphere have been financialized through the concentration of capital and 

power as well as the proliferation of a financial language. This results in a state, where anything that 

“cannot be expressed in monetary terms is regarded as having no social value” (Lagoarde-Segot & 

Paranque, 2018, p. 85). Thereby, he puts forward a critique of the internalization of sustainability 

under the financial growth-narrative. Revelli (2015; 2016, 2017b) argues along similar lines. 

Emphasizing that “72.5% of studies published in the field of SRI between 2000 and 2009 dealt with 

the topic of financial performance” (Christophe Revelli, 2016, p. 2), he and his peers suggest that ESG 

represents a shifting focus in sustainable finance: away from ethics and towards profitability (Capelle-

Blancard & Monjon, 2012; Christophe Revelli, 2016, 2017b). 

Furthermore, Lagoarde-Segot (2019) contents that the finance discipline is ill-suited to produce 

meaningful research on the issue of sustainable finance. Since finance scholars heavily rely on a 

positivist worldview, their predominant method of research is deductive reasoning on quantitative 

empirical observations. However, as sustainable finance needs to incorporate qualitative values such 

as freedom and happiness in order to produce sustainable outcomes in the real economy, Lagoarde-
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Segot maintains, quantitative methods of deductive reasoning do not capture the qualitative ontology 

of sustainability: “This is, because events are reduced to variables (market capitalization, ESG 

performance etc.) which are supposed to correspond to a reality (success of the firm). But these 

variables […] do not capture a qualitative change in the performance of the corporation and in the 

nature of investment.” (Lagoarde-Segot, 2019, p. 6). 

 

To a large degree, sociological research on ESG is closely related to economic sociology and sociology 

of finance. Here, scholars such as Knorr Cetina (2007, 2011) and Wansleben (2012, 2013) understand 

financial analysis as a practice that processes market information and makes it applicable to 

investments, thereby creating and disseminating a particular kind of knowledge. In doing so, they 

emphasize that this knowledge stems from an epistemic culture among financial analysts. 

Other sociological scholars focus specifically on ESG and SF in their research. Leins (2020), for 

example, draws on ethnographic data to argue how the concept of ESG was able to gain a mainstream 

status among financial analysts. He argues that ESG’s strong focus on profitability and market signals 

enabled practitioners to incorporate responsibility in their market narratives, specifically as a response 

to a widely spreading contention of capitalism. In similar lines of argumentation, Ho (2013) and Eccles 

et al. (2019) contribute social constructivist perspectives to the issue of ESG. Eccles et al. describe 

how, through a series of mergers and acquisitions, the ESG narrative in the rating agency KLD 

changed from being value- to profit-focused.  

Further sociological contributions to ESG are found in the realm of feminist economics as well as 

organization studies: While Mussell (2018) finds gendered barriers to the wider acceptance of SF in 

the investment world, Mörth (2014) examines how transnational regulatory partnerships such as the 

Equator Principles and the UN Principles for Responsible Investment (PRI) have become legitimate actors in 

providing ESG integration guidelines to financial institutions. Finally, in line with performativity 

debates on financial markets, sociologists have transferred the concept of collectively shared beliefs 

in financial markets to the development and emergence of ESG practices (Bourghelle, Jemel, & 

Louche, 2009; Dumas & Louche, 2016; Jemel-Fornetty, Louche, & Bourghelle, 2011). The underlying 

theory of these approaches will be of closer examination in the following chapter.  



 

21 
 

4 THEORETICAL FOUNDATIONS: SOCIAL EPISTEMOLOGY 

This chapter outlines the fundamental theoretical understanding of the research object at hand. 

Corresponding to the research question, the chosen theoretical perspective focuses on three different 

concepts that are fruitful in illuminating the role of ESG knowledge and its practices among Danish 

pension fund practitioners. The concepts of collective belief, power-knowledge and epistemic injustice 

share the essential assumption that human practices of knowledge creation cannot be investigated by 

focusing on the individual as such. In doing so, they break with the longstanding philosophical project 

of investigating when and how the individual knows something. In this traditional view of 

epistemology, there is a strong focus on the individual and her capabilities as a knower, most 

prominently exemplified by Descartes’ undertaking in investigating truth by solely referring to his own 

reasoning, since sensory perception is subject to potential deception. Seeing this as an overly 

individualistic conception of knowledge, the authors at hand shift their focus towards the epistemic 

effects of social interactions and systems. This approach falls under the discipline of social 

epistemology which essentially “proceeds on the commonsensical idea that information can often be 

acquired from others” (Goldman & O’Connor, 2019). In doing so, authors such as Bruno Latour and 

Steve Woolgar (1986) suggest a radical break with the very possibility of truth, knowledge, and 

rationality. Although the authors at hand are similarly critical towards knowledge as a space free of 

social factors, they are not necessarily embracing strong anti-objectivist conclusions about science as 

such (Goldman & O’Connor, 2019). 

Followingly, the first section of this chapter touches upon a central issue of social epistemology: the 

notion of collective belief. It bases on the observation that our common discourse ascribes 

propositions of knowledge not only to individuals, but also to groups (Goldman & O’Connor, 2019). 

Since the research object at hand is targeted at the community of ESG practitioners in Danish pension 

funds, the concept shall later on serve in order to investigate whether, and if so, which collective 

beliefs shape the field of ESG knowledge in the given context. It is thus the formal foundation on 

which all further theoretical considerations of this project are based. The second section builds a 

bridge to the systemic implications of such forms of social knowledge. It features Foucault’s concepts 

of power-knowledge and neoliberal governmentality, and in doing so embraces a fundamentally 

political view on epistemological practices. Seeing knowledge as a social tool for power and 

domination, Foucault’s concepts shall serve to later analyze the ESG knowledge practices of 

practitioners in Danish pension funds in a social context. A Foucauldian lens will hereby serve as an 
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analytical tool to map out how a collective belief on ESG is defined by a web of different actors, in 

which certain actors may possess more power to shape the collective belief than other actors, thereby 

shaping predominant structures about ESG knowledge. Finally, the third section expands on these 

considerations on knowledge by adding an ethical dimension. Miranda Fricker’s concept of epistemic 

injustice will play a central role in introducing a normative perspective by showing how ESG 

knowledge practices may systematically discriminate societal groups and thus represent a form of 

injustice in democratic societies. 

4.1 INDIVIDUAL, GROUP AND COLLECTIVE BELIEF 

As mentioned in the previous section, it is common to attribute knowledge propositions and 

potentially resulting actions to groups of people, referring to a belief shared by the group as an entity. 

However, as with single individuals, it is not straightforward what conditions have to be fulfilled in 

order to ascribe a certain belief to a specific group. Intuitively, a group belief could refer to a belief P, 

that is held by every member of the group G (Goldman & O’Connor, 2019). However, Gilbert (1987) 

notices that these requirements of group belief prove to be unrealistically high, because it would only 

take a single deviating individual belief to alter the group belief. Therefore, a less narrow definition of 

group belief could work as follows: “An individual i believes that the group G believes the proposition P insofar 

as he believes that the majority of individuals in the group G believe P” (Orléan 2004, 172). 

However, in situations of uncertainty and insufficient information, no inferences can be drawn 

concerning the certainty to which group members can know that the majority member of the group 

believes P. A stricter form of group belief is thus established through definitions of a collective belief, 

also known as a ‘second order shared belief’, which is hereby defined as the following: “An individual 

i believes that the group G believes the proposition Q if he believes that, in the majority, the members of the group believe 

that the group G believes Q” (Orléan 2004, 172). 

A collective belief is consequently different from a group belief in the following way: it is more than 

the aggregation of individual beliefs. For the proposition Q to be a collective belief, it does not 

necessitate the individual to belief in Q. Rather, a collective belief is constituted if a group of social 

agents believes that the majority of the group believes in Q. In other words, whereas an individual 

may belief in a certain proposition, in the case of a collective belief, the beliefs are not strictly related 
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back to the individual, but rather to an abstract entity, that is the group. Thus, though seemingly 

counterintuitive, collective beliefs can be classified as having autonomy in themselves (Orléan, 2004).  

Gilbert builds on this when she is putting forward her commitment model of collective belief: “A 

group G believes that p if and only if the members of G are jointly committed to believe that p as a body” (Goldman 

& O’Connor, 2019). Her definition emphasizes the joint commitment that arises through the fact that 

second order shared beliefs draw on inferences about the beliefs of all other group members. In effect, 

this joint commitment creates normative requirements for all group members. This is because if group 

members do not behave according to the inferred collective belief, they will be held responsible by 

their peers for doing so (Gilbert, 1987, 1989, 2004). 

In order to grasp this concept, we may turn to examples of its presence in ‘real life’ coordinative 

contexts. Looking at stock markets, investors undertake decisions that are based on their predictions 

and anticipations of how the market will behave. This may for instance be apparent in thought 

constructs such as “the market believes prices will fall”. With the individual beliefs of other market 

participants unknown to an investor, she bases her predictions of the market’s future evolution on what 

she believes the majority of the group will belief the market to think. Thus, although she may hold the 

individual belief P that a certain stock is undervalued, she may continue to sell that exact stock. Her 

individual opinion on the value of the stock is not relevant in this context. Rather, what counts is her 

estimation of how the market will behave, thus correctly predicting the overall movement of a group’s 

shared interpretations of belief Q. Consequently, believing that all other group members believe in 

the downward movement of that stock, an investor may, against her personal conviction, sell the held 

stock, validating and reinforcing the collective belief of a general downward movement. This evidently 

opens up a paradoxical situation, which is constituted by the autonomous nature of collective beliefs: 

All actors may individually believe in P (i.e. that a stock is undervalued), while simultaneously believing 

that the group believes in Q (i.e. that stock prices will decrease). Although contradicting each other, 

neither of these beliefs are erroneous as propositions P and Q relate to different questions. Whereas 

P refers to primary beliefs (i.e. what members of the group actually believe), Q refers to secondary 

beliefs (i.e. what is believed to be the group’s belief). Thus, each individual is perfectly rational, in 

terms of both personal convictions and in the estimations of the market. The concept of a collective 

belief thereby reveals the strange disconnection of individual beliefs from the emergence of a shared 

collective belief, which is not the sum of its individual parts, but rather an autonomous entity in itself 

(Bourghelle et al., 2009). 
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When it comes to financial markets, the evaluation and use of certain information has been analyzed 

from a multitude of different theoretical perspectives. Modern portfolio theory introduced the fully 

rational agent, who, according to the efficient market hypothesis, can undertake decisions based on 

full, objective and universal information about the economy and the formation of prices. In these 

theories, social agents can adequately process and rationally act on the complete set of information 

that is laid out in front of them (Fama, 1970; Markowitz, 1952). These assumptions, however, 

oftentimes do not accord with decision-making situations in the real world, as analyzed by Shiller 

(2015), shedding light on situations where theories fail to explain anomalies such as crises or 

speculative price bubbles. 

This view is underlined by critical assertions regarding the existence of supposedly objective 

information and the ability of individual actors to interpret a multitude of information, as proposed 

by behavioral economists, such as Kahnemann and Tversky (1984) or Thaler (2005). Additionally, the 

narrow perspective of the perfectly rational agent is criticized for failing to adequately take into account 

the collective beliefs which underly the numbers, prices and rational expectations that are produced 

in the social context of financial markets (Dumas and Louche 2016). Standing for a more behavioral 

perspective, this line of critique emphasizes the consideration of other social agents’ opinions and 

reactions to new information. This approach places a particular focus on situations in which a 

decision-making agent is facing uncertainty, thereby not satisfying the condition of full information in 

order to arrive at a completely informed and rational decision. Rather than viewing the decision-

making process as anchored in the existence of perfectly available objective facts, the behavioral 

perspective considers that, in cases of uncertainty, social actors “have to reach a coordination game, 

based on collective representations of the economy and react to new information in reference to these 

common beliefs” (Bourghelle, Jemel, and Louche 2009, 7; Orléan 2004). Thus, acknowledging that 

situations of lacking or insufficient information exist, theories of collective beliefs have attempted to 

explain the convergence of social agents towards a persistent conventional model that, in reference to 

a commonly shared collective belief, coordinates the decision-making behavior of social agents 

(Dumas & Louche, 2016). Even further, it is seen as constructed by a dominant social group that 

defines what is to be valued as the common social good and used to legitimize common practices and 

behaviors. (Dumas and Louche 2016; Dubois 2001). 
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In reference to financial markets as a social arena, the existence of a collective belief may facilitate the 

coordination of behaviors and practices. As such, institutional investors’ behavior is described as 

“conventional”, when supposedly widely recognized and accepted (Jemel-Fornetty et al., 2011). 

Standard stock valuation practices, such as the Discounted Cash Flow model (DCF), may represent 

such conventional practices that are accepted by the social group (i.e. financial analysts) and are relying 

on the expectations that all other players use the DCF model as well (Svetlova, 2012). This way, 

behavioral conformity and minimized deviation from this convention leads to a perceived reduced 

uncertainty and allows to derive rational expectations and estimations about future outcomes of 

financial markets. This can also be observed in the use of the Black Scholes formula, which, regardless 

of its accuracy of adequately depicting the state of the real world, has been widely used as a model for 

predictions on option pricing under uncertainty and assigned values to certain options derived from 

abstractions of the real world (MacKenzie & Millo, 2003). The reason why the use of such abstraction 

was possible may be explained by the collective belief shared by the actors of the space (i.e. investors) 

believing that the majority of other social actors of the group used and believed in the use of the 

model. This led to performative effects of the option market, where initial abstract theories about the 

evaluation of options, converged with the material reality in the process of its widespread adaptation 

and acceptance among a critical mass of investors (Bamford & MacKenzie, 2018). 

 

It has previously been outlined that the concept of a collective belief does not necessitate a relation to 

a primary individual belief as the source of its truthfulness but rather refers to beliefs that are anchored 

in what the group believes to be true. Followingly, touching upon the collective identity of a group, 

social and historical context play a role. As such, in the context of financial markets, scholars have 

analyzed the emergence of economic value and the self-referential nature of collective beliefs in the 

financial universe (Jemel-Fornetty et al., 2011; MacKenzie & Millo, 2003; Orléan, 2004). 

Putting this in the realm of our research, an exploration into the shared interpretations that underly 

the formation and features of a collective belief will help unravel the existent interpretations of the 

past and current development and predictions of future evolutions of ESG. As put forth in 

sociological debates, “the explanation of a collective belief must be more than the translation of the 

phenomenon to explain a new idiom” (Dubois 2001, 2210). Thereby, taking up the position that 

analyzing a collective belief is not about paraphrasing the beliefs it contains, we aim to arrive at a more 

nuanced approach of ESG as a collective belief by focusing on its self-referential nature. Our 
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conception of collective beliefs is grounded in collective understandings that shape how we make 

sense of the world. This way, a belief is not merely seen as an arbitrary thought construct that is 

unrelated or disconnected from objective facts. Rather, it is a form of intersubjective knowledge, that 

has the power to shape the space and processes where knowledge production takes place. As different 

social contexts exist, collective beliefs do not necessarily create uniformity in a community. Instead, 

they can be viewed as organizing their differences in accordance with a plurality of pervasive 

understandings of reality. This way, collective beliefs cannot be understood as social imagination, but 

as dispositions that organize the processes of knowledge production, legitimization of behaviors and 

judgments of credibility in accordance with a multiplicity of conventions. In order to capture the role 

and power dynamics of different actors in shaping a collective belief, a Foucauldian lens will 

followingly provide insights into the interrelatedness of knowledge and power and its effect on setting 

the social conditions for the process of creating and assessing knowledge. 

4.2 A FOUCAULDIAN PERSPECTIVE ON EPISTEMOLOGY 

The following paragraphs will introduce Foucault’s concept of power-knowledge in connection with 

his considerations of neoliberal governmentality. As his general work affiliated with the post-

structuralist movement, these concepts had a significant effect on a wide range of humanistic sciences 

and particularly sociology (Gutting & Oksala, 2019). Being essentially concerned with the social 

conditions of knowledge and its power effects, it is the aim to draw on Foucault’s considerations in 

order to be able to not only analyze social conditions of knowledge and power, but also provide an 

“analysis of the bases on which we think about analysing social conditions” (Mills, 2003, p. 2). 

 

Foucault’s concept of power-knowledge is based on the argument that both are fundamentally 

connected to each other: “It is not possible for power to be exercised without knowledge, it is 

impossible for knowledge not to engender power” (Foucault, 1980, p. 52). As such, he poses a 

conjunction between power relations of individuals and groups of individuals in the society and the 

practice of gathering, processing and disseminating information (Mills, 2003). The next paragraphs 

will further illuminate these thoughts by clarifying the historical background of the concept and its 

most important implication for the social status of knowledge. Consequently, it will be elaborated 

what power-knowledge implies for knowledge systems on a societal level by expanding on the notion 
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of épistèmé, before Foucault’s considerations on governmentality will be introduced as the rationality 

that structures societal knowledge production. 

While Foucault’s entire body of literature is coined by his understanding of power-knowledge, he 

historically anchors the concept in The History of Sexuality: Volume 1, An Introduction (1978). As with 

many of his work’s central cornerstones, he distills the concept from the longstanding hegemony of 

Judeo-Christian culture in Western societies; more specifically, he illustrates how knowledge and 

power are intertwined by referring to the religious ritual of confession. In confession, Foucault 

suggests, one produces truth about oneself according to the standards of religion. In doing so, one 

becomes an object of power-knowledge, ascribing to the need of confession for truth-production. 

This need was instantiated through the power of the church in the Western societies, he poses, and 

grounds the historical roots for a conception of truth which includes the conviction that it inevitably 

surfaces sooner or later. Through the processes of secularization, the religious origin of the deep 

demand for truth-seeking has gotten lost, yet “we have since become a singularly confessing society” 

(Foucault, 1978, p. 59).  

The most striking implication of the power-knowledge concept is thus the realization that knowledge 

is not “dispassionate” (Mills, 2003, p. 69), but plays a constitutive part in societal power conflicts. “In 

producing knowledge, one is also making a claim for power” (Mills, 2003, p. 69), which is to say that 

knowledge is always working in the interest of particular individuals or groups of individuals. Sara 

Mills, who drew on Foucault to expand his thoughts into the area of feminism, suggests that this can 

be shown best where there are stark imbalances of power. For example, historically, there were far 

more studies about women than about men, more about homosexuality than heterosexuality, and 

more about the working class then about the middle class (Mills, 2003). Conducting these studies, 

Mills argues, was an exercise of power over marginalized groups and contributed to keeping them in 

this position. However, she also emphasizes that knowledge does not exclusively work in order to 

reaffirm the position of the powerful. Quite the opposite is illustrated by more recent developments 

of the global scientific community, where marginalized groups produce knowledge about themselves 

and their own socio-economic conditions, thus emancipating themselves from previously dominant 

conceptualizations that were not working in their interests (Mills, 2003). In essence, Mills understands 

Foucault’s power-knowledge concept as a warning to take knowledge as something that should be 

critically questioned: “We must be very suspicious of any information which is produced, since even 

when it seems most self-evidently to be adding to the sum of human knowledge, it may at the same 



 

28 
 

time play a role in the maintenance of the status quo and the affirming of current power relations” 

(Mills, 2003, p. 72). 

4.2.1.1 TRUTH AND ÉPISTÈMÉ 

This understanding of knowledge corresponds to Foucault’s view on the history of science. He rejects 

progressivist accounts, which metaphorically portray human history of knowledge and thought as a 

ladder climb. This is not to say that science and society have not progressed, but to highlight that “it 

is a bad method to pose the problem as ‘How is it that we have progressed?’” (Foucault, 1980, p. 49) 

since it presupposes that there must be progress. Instead of viewing the development of human 

thought as “the outcome of a teleological progression” (Foucault, 1980, p. 49), he emphasizes that 

knowledge is produced within a certain “épistèmé”, characterized by commonly accepted rules and tools 

that contribute to the knowledge base. Because only certain rules are accepted as legitimate practices 

of knowledge creation within an épistèmé, knowledge production is – in contrast to progressivist 

accounts of the science of history - not pioneered by the active and intentional research of single 

geniuses that expand human knowledge through their contributions (Mills, 2003). Rather, individual 

scholars and thinkers are, just like everyone else, subject to “power-knowledge, the processes and 

struggles that […] determine the forms and possible domains of knowledge” (Foucault, 1991a, pp. 

27–29). Since their work passes institutions and authorities that differentiate between true and false 

statements, it is only those utterances that are regarded as true within that épistèmé that are reproduced, 

commented, and disseminated. Thus, it is these institutions as agents of power that produce truth: 

“not the production of true utterances, but the establishment of domains in which the practice of true 

and false can be made at once ordered and pertinent” (Foucault, 1991b, p. 79). 

A central consequence of the view that knowledge production is dependent on the épistèmé that it 

operates in is that knowledge is to some degree arbitrary – not arbitrary in the sense of random, since 

a certain épistèmé engenders a certain type of knowledge production. Rather, arbitrary in the sense that 

a commonly accepted form of knowledge is not inherently superior to alternative conceptualizations 

of reality since a shift in power relations could deem this alternative account to be “true” knowledge 

production. Mills exemplifies this by referring to knowledge production during the British colonial 

regime in India, where state officials, scientists, novelists, and travel writers accumulated vast amounts 

of information about local architecture, flora, fauna, culture, language, etc. Mills poses that this 

knowledge production was not a plain gathering of facts about India, but a way to (intentionally or 

not) put local data into Western classificatory systems and thereby erasing other equally valid forms 
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of knowledge production and categorization (e.g. by classifying plants in terms of their morphological 

features instead of their role in medicine or ritual). In doing so, Western systems of knowledge were 

proposed as globally objective knowledge frameworks, yet clearly formulated from a Western angle 

with Western interests at their core. The process of knowledge production thus, in effect, always 

excludes other equally valid forms of representation (Mills, 2003). 

It is crucial to acknowledge the actual, material consequences that stem from dynamics in power-

knowledge struggles. While the impact of power on scientific epistemic communities is popularly 

discussed among scholars (Goldman & O’Connor, 2019), Foucault warns that the “university 

hierarchy is only the most visible, the most sclerotic and least dangerous form of this phenomenon. 

One has to be really naive to imagine that the effects of power linked to knowledge have their 

culmination in university hierarchies” (Foucault, 1980, p. 52). In contrast, he holds that one can for 

instance know nothing about the economic science if one does not understand the material ways in 

which power is at play in the everyday economic relations. It is through power that these relations are 

understood and it is through knowledge that these relations are “established, consolidated [… and] 

implemented [… with] the production, accumulation, circulation and functioning of a discourse” 

(Foucault, 1980, p. 93). Summarizing, it is the exercise of power that creates knowledge and it is 

knowledge that entails instantiations of power. 

The last remarks of this section shall concentrate on how the power-knowledge concept can be 

utilized, or, respectively, how it cannot be utilized. What the concept cannot do, according to Mills, is 

to provide an objective ground of critique against a specific way of knowledge production. This is 

because the power-knowledge concept does not assume that it is possible to base any critique on an 

extraterrestrial point of departure. Any instance of, for example, criticizing male knowledge 

production about women by putting forward alternative studies of female behavior and conditions, is 

the attempt to gain power through emancipatory accounts of knowledge production (Mills, 2003). If 

these are sufficiently reproduced and anchored in the social realities of authorities and institutions, the 

critiques can induce positive power effects for women. However, this would not render the male 

accounts as false, but merely as socially unaccepted knowledge and thus as failed attempts to exercise 

power. Thus, the strength of the concepts lies in its ability to acknowledge and problematize the 

material effects that are engendered through hegemonial ways of knowledge production. Finally, 

although it cannot provide objective grounds to “reveal” false knowledge and replace it with an 
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objectively correct version of truth, it can help scrutinizing the power of institutions and authorities 

that differentiate “true” from “false” statements. 

4.2.1.2 GOVERNMENTALITY 

Precisely along these lines, a substantive part of Foucault’s work focuses on showing “how the 

coupling of a set of practices and a regime of truth form an apparatus […] of power-knowledge that 

effectively marks out in reality that which does not exist and legitimately submits it to the division 

between true and false” (Foucault, 2008, p. 19). With “that which does not exist”, Foucault is referring 

to for instance politics and the economy, which he holds are not ontological features of our world, 

but inscribed into our social reality and thus “fall under a regime of truth” (Foucault, 2008, p. 20). 

Hence, in order to understand how power-knowledge works, Foucault was interested in singling out 

the “type of rationality in the art of government” (Foucault, 2008, p. 20) that effectively orders truth 

in our social reality. This research agenda is carried out under his concept of governmentality, 

semantically linking governing (gouverner) and modes of thought (mentalité) and thus reflecting his 

conception of knowledge and power as being intimately connected (Lemke, 2001). One mode of 

governmentality that will be the focal point of examination within this thesis is neoliberal 

governmentality. Before the following paragraphs will outline Foucault’s account of neoliberalism, it 

should be remarked that Foucault uses the term “government” and correspondingly 

“governmentality” in a meaning that is broader than current common-sensical understandings of the 

notion:  

While the word government today possesses solely a political meaning, Foucault is able to show that up until well 

into the eighteenth century the problem of government was placed in a more general context. Government was 

a term discussed not only in political tracts, but also in philosophical, religious, medical and pedagogic texts. In 

addition to control/management by the state or the administration, ‘government’ also signified problems of self-

control, guidance for the family and for children, management of the household, directing the soul, etc. (Lemke, 

2001, p. 191) 

 

While neoliberalism received little scholarly attention before the turn of the millennium, it has 

thereafter functioned as an academic growth concept accompanied by (increasing) definitory 

imprecision (Boas & Gans-Morse, 2009; Flew, 2012). The term is often used to describe some form 

of economic globalization, deregulation, privatization and free movement of trade and capital 

(Vallentin, 2012). Furthermore, it is used by authors on different positions on the ideological spectrum, 



 

31 
 

with the shared feature that “virtually no one self-identifies as a neoliberal” (Boas & Gans-Morse, 2009, 

p. 140). The use of the word neoliberalism usually implies a critical stance towards capitalism in general 

(Boas & Gans-Morse, 2009; Flew, 2012). Thereby, Flew argues, the term neoliberalism “has acquired 

a negative normative valence: it refers to the bad ideas held by others” (Flew, 2012, p. 45).  

This normative valence, in combination with the definitory imprecision, can entail discursive coalitions 

in which all members argue against neoliberalism without agreeing on what features they actually 

oppose (Flew, 2012). In order to engage in productive academic discussion, it is thus important to 

narrow down the definitory scope of the term neoliberalism. Generally, Flew identifies two strands of 

analysis towards what neoliberalism encompasses (Flew, 2012). The first strand is defined by a Marxist 

analysis of capitalism, describing neoliberalism as an ideology that is pushed through by the dominant 

wealthy class and corporations through the control of politics. Here, neoliberalism is a global 

ideological project that is aimed at shifting power and resources to the wealthy and corporations by 

means of privatization, deregulation, and tax cuts. The second strand consists of a synthesis of neo-

Marxist critiques of political economy and Foucault’s thoughts on governmentality as well as 

neoliberal political rationality. Here, neoliberalism is a governmentality project of incorporating market 

rationality as the operating principle of the state. 

Foucault’s presentation of neoliberalism is most extensively found in The Birth of Biopolitics (Foucault, 

2008), a series of lectures he held at the College de France between 1978 and 1979. Like with his other 

concepts, it is essential to Foucault’s thinking to trace back the historical roots of his object of research. 

For neoliberalism, he situates these in German ordo-liberalism in the 1920s as well as in the American 

Chicago School of Economics (Flew, 2012; Foucault, 2008; Lemke, 2001; Vallentin, 2012). In the 

German form, the foundation of the Weimar republic, the economic crisis in 1929, the critique of 

Nazism, and post-war construction are the constitutive historical elements to the development of 

neoliberal thought material. In the more radical American form (Lemke, 2001), the reference to the 

New Deal coupled with heavy critiques of federal economic interventionism provide the cornerstones 

for the neoliberalist conception (Foucault, 2008)11. 

 

11 While the further historical remarks about neoliberalism are of lesser relevance in this context, the interested reader is 
referred to Flew 2012, Lemke 2001, and naturally to Foucault 2008 for further information. 
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Having achieved a hegemonial status in the 80s and 90s, neoliberalism nowadays is the dominant 

common sense for policy-making and discourse (Vallentin, 2012). Yet, it is characteristic for the 

Foucauldian view on neoliberalism that the narrative is not one of a victory of market forces over the 

state and government. Instead, neoliberalism is understood as a political project of “foster[ing] and 

enforce[ing] individual responsibility […] and the play of market forces and entrepreneurial models in 

a variety of social domains” (Lemke, 2007, p. 45). Thus, the most important feature of the Foucauldian 

reading of neoliberalism is that it is a mode of governmentality, an underlying rationality that structures 

social reality. 

Foucault was clear on that neoliberalism is not some revival of older liberal economic theories, but, in 

his times, an essentially new phenomenon (Fine & Saad-Filho, 2017; Flew, 2012). Accordingly, it is 

particularly through his comparisons to classical liberalism that the three most central features of his 

reading of neoliberalism are revealed. First, Foucault holds that a central innovation of neoliberal 

governmentality is that the market is no longer one among many social spheres, each with its own 

underlying rationality like it has been in classical liberal conceptions. Instead, economic rationality 

serves to structure the “entirety of human action” (Lemke, 2001, p. 197). This involves “generalizing 

it [the economic rationality] throughout the social body and including the whole of the social system 

not usually conducted through or sanctioned by monetary exchanges” (Foucault, 2008, p. 243). In 

consequence, the functioning of society is instrumental to the market and the market principle itself 

becomes foundational to state and public policy (Vallentin, 2012). 

Second, neoliberalism differs from classical liberalism not only in how deeply it permeates human 

activity, but also in which principle or rationality it operates on. While classical liberalism is argued to 

run on the principle of free exchange, neoliberalism employs the principle of competition (Flew, 2012; 

Foucault, 2008; Lemke, 2001). Free exchange served to “establish the equivalence of two values” 

(Foucault, 2008, p. 118) and thus involved a notion of equality between market agents. Competition, 

in contrast, inherently involves some degree of inequality, which neoliberalism celebrates for fostering 

innovation and development (Vallentin, 2012). 

Third, the differing structuring principles in liberalism and neoliberalism also imply fundamentally 

different relations between the state and the market. The principle of exchange is, to a large degree at 

least, prone to “naturalization” (Vallentin, 2012). Hence, with respect to the market in classical 

liberalism, it is the task of governmentality to safeguard that the natural conditions of free exchange 
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are not disturbed – and most crucially to stop the governing forces themselves to intervene in the 

functioning of free exchange. This attitude finds its expression in the liberal laissez-faire. Neoliberal 

governmentality, however, is “dissociating the market economy from the political principle of laissez-

faire” (Foucault, 2008, p. 131) because pure competition is not naturally given. Instead, it “can only 

appear if it is produced, and if it is produced by an active governmentality” (Foucault, 2008, p. 121) 

which requires “permanent vigilance, activity, and intervention” (Foucault, 2008, p. 132). 

Consequently, neoliberal governmentality as ordering social reality is deeply connected to Foucault’s 

power-knowledge concept. He argues that the marketplace as we perceive it since the middle of the 

18th century functions as a site for truth-production (Foucault, 2008). In marketplaces, “natural 

mechanisms […] appear, […and] when you allow these natural mechanisms to function, they permit 

the formation […] the ‘natural’ price” (Foucault, 2008, p. 31), something that is also often referred to 

as the true price. In assigning a true price to things, the market principle of competition is performing 

an economic épistèmé: That price, which is determined in accordance with market mechanisms, is the 

true price. In consequence, this epistemic lens of economic rationality allows to verify or falsify any 

governmental practice, may it regard the economic sphere or any other social area. 

Foucault’s considerations on neoliberal governmentality provide a somewhat illuminating example to 

how he utilizes his own conceptual tools. In writing and talking about neoliberalism, he is neither 

putting forward a “qualified endorsement” nor is he engaged in an “excoriating critique” (Flew, 2012, 

p. 59) of neoliberalism as an ideological tool of oppression. Instead, his thought complex 

problematizes the workings of neoliberalism. First and foremost, it becomes obvious that choosing 

the market rationale of competition is not amoral. It presupposes that “economization is socially 

desirable and that the market not only provides solutions; it provides superior if not the best possible 

solutions to problems in society” (Vallentin, 2012, pp. 6–7). In doing so, neoliberalism relies on the 

economic épistèmé that marks out market-compatible proposition as instances of “true” knowledge 

production, thereby reaffirming economic power relations at play. Referring back to the introduction 

to this chapter, we can thus see how Foucault, through the concepts of power-knowledge and 

neoliberal governmentality, not only provides his readers with powerful instruments to analyze the 

social conditions of our times. Rather, by placing an emphasis on the institutions and authorities that 

differentiate between “true” and “false” on the basis of neoliberal governmentality, he also puts 

forward an analysis of how we analyze these conditions. 
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4.3 EPISTEMIC INJUSTICE: THE ETHICS AND POWER OF KNOWING 

Miranda Fricker (2007) further analyzes and problematizes the concepts of collective belief and power-

knowledge through the concept of epistemic injustice. Noting that the relation between the 

constitution of an epistemic belief and power has oftentimes been ignored in the analytical tradition 

of philosophy, Fricker emphasizes that knowledge does not come into being as detached and unrelated 

from the inquirer. Instead, she continues the Foucauldian tradition of perceiving knowledge and 

power as inherently interrelated yet adopts a more normative perspective that is aimed at formulating 

a rapprochement between epistemological practices and their discriminatory power. 

This normative perspective is brought forth by shedding light on how existent power relations may 

credit particular subjects a certain level of rational authority, whilst simultaneously being susceptible 

to unduly ascribing other subjects a deflated level of credibility. Fricker followingly characterizes a 

subject’s ability to express knowledge and join the epistemic discourse as inextricably connected to 

her attributed level of credibility in a social context and thereby places a focus on the individual as an 

epistemic subject. The dependence of being ascribed authority as a credible source of knowledge 

subsequently makes the emergence of knowledge and the participation of subjects in the knowledge 

formation process a highly ethical practice. Through the formulation of epistemic injustice, Fricker 

followingly attempts to conflate the epistemic dysfunction through misjudging a speakers’ credibility with 

the ethical misconduct of wrongfully undermining a speaker in their capacity as a knower (Fricker, 2007, 

p. 17). This way, a broad definition of epistemic injustice is formulated as an injustice that is done 

towards a subject in her capacity as a knower. Through an ethical perspective on the distribution of 

knowledge in a society, Fricker carves out the discriminatory activity of epistemic practices that arise 

if subjects are limited in their opportunities to participate in and contribute to the (re)production of 

epistemic goods (e.g. the distribution of information and access to these). This injustice is constituted 

by two basic forms of epistemic injustice: testimonial injustice and hermeneutical injustice. These two 

forms will be elaborated on in the following. In the first section, testimonial injustice will be introduced 

by focusing on the injustice that can occur on the level of knowledge exchange by virtue of being 

attributed a decreased level of credibility due to social identity prejudices. The second section will 

focus on hermeneutical injustice, which occurs on an ongoing basis by virtue of being marginalized in 

the development of a collective social understanding. 
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Returning to the Foucauldian idea “that power is to be understood as a socially disseminated ‘net-like 

organisation’” (Fricker, 2007, p. 11), Fricker’s conception of power does not necessitate the existence 

of a specific agent behind the exertion of power. Rather, a purely structural operation of power is 

defined as the “socially situated capacity to control others’ actions” (Fricker, 2007, p. 13), creating or 

pertaining a given social order through discursive beliefs and shared conceptions of an “imagined 

social identity” (Fricker, 2007, p. 16). As such, this “imagined social identity” defines the discursive 

and epistemic rules of the game of knowledge creation and knowledge exchange, ascribing certain 

identities a higher level of credibility than others. Combining this conception of power with the 

capacity to share and contribute to the pool of knowledge in a social context, Fricker acknowledges 

that a subject’s epistemic practices must necessarily be seen in conjunction with forms of social power.  

As an integral part of the knowledge process, a subject’s identity and assessment of credibility is shaped 

and evaluated through social stereotypes and heuristics, which have the power to “inflate or deflate 

the credibility afforded to a speaker” (Fricker, 2007, p. 17). This way, a subject may be assigned a 

deflated level of credibility due to the operation of underlying prejudices that lead to being associated 

with a certain social group and being assigned a particular social identity, consequently compromising 

her trustworthiness in the social space of knowledge exchange. This discredits a subject’s authority as 

a knowledgeable subject, may question her sincerity and consequently prevents her from being able 

to contribute to the pool of knowledge (Lennon, 2009). Noting that testimonial injustice can very well 

occur on an incidental basis, being localized in one particular context, Fricker rather focuses on the 

systematic case of testimonial injustices, which “are connected, via a common prejudice with other 

types of social injustice [and] track the subject through different dimensions of social activity” (Fricker, 

2007, p. 27; Ichikawa, 2020). Whereas in the former case, the prejudice inferred on a knower is not 

contingent on other forms of social injustices, in the case of systematic testimonial injustice, identity 

prejudices are exercised in a multitude of social arenas and time, such as gender, race, sexuality or age. 

Thus, whilst incidental epistemic injustices “merely” cause an epistemic harm or dysfunction that may 

be due to “circumstantial epistemic bad luck” (Fricker, 2007, p. 42), the systematic testimonial injustice 

always comes along with identity prejudices, causing structural inequalities of power through various 

social activities, besides testimonial, on a continuous and systemic level. Defining the capacity of 

reason as “what lends humanity its distinctive value” (Fricker, 2007, p. 44), it is argued further that the 

systematic oppression of someone’s credibility directly undermines her in her humanity. Thus, one is 
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not only degraded qua knower but also symbolically degraded qua human. This so called “identity 

prejudicial credibility deficit” thereby ascribes a subject a deflated level of credibility based in a 

prejudice which “sometimes […] will be sufficient to cross the threshold for belief or acceptance so 

that the hearer’s prejudice causes him to miss out on a piece of knowledge” (Fricker, 2007, p. 17). It 

thereby not only wrongs a subject in her capacity as a provider of knowledge but also excludes the 

subject “from the very practice that constitutes the practical core of what it is to know” (Fricker, 2007, 

p. 6) which is fundamental to the formation of identity. 

 

The ethical harm of being structurally disadvantaged in contributing to epistemic goods due to identity 

prejudices leads Fricker to define the second distinctive form of injustice: hermeneutical injustice. This 

form of injustice occurs at a prior stage, before knowledge exchange unfolds through e.g. speech acts, 

political debates or the exchanges of opinions. Referring to hermeneutics as the act of understanding 

and making oneself understood through shared tools of social interpretation (that form a ‘collective 

hermeneutical resource’), she places emphasis on the context that is needed for a subject to make 

sense of her experiences and intelligently articulate these in the social system (Fricker, 2007). Finding 

that social structures unfold themselves materially, i.e. by favoring powerful institutions, and 

ontologically, i.e. by implying that powerful institutions somehow shape the social world, they need 

also be viewed epistemologically, in terms of structuring collective social understandings and 

influencing those exact “practices through which social meanings are generated” (Fricker, 2007, p. 

147). Hence, as a fundamental condition for being able to articulate an experience and contest it to 

others we need some sort of ‘collective social understanding’. 

One way to see collective social understandings is to view them as reflecting the perspectives and 

social experiences of a dominant group or a dominant discourse. Understanding these in a distributive 

sense, Fricker argues that certain collective understandings may favor particular groups due to power 

relations and social structures. Simultaneously, these understandings can discriminate non-dominant 

groups by virtue of their membership of a socially less dominant group, thereby being discriminated 

qua social type. Further, and more fundamentally, preventing a subject from putting their social 

experiences in the public domain not only represents a serious form of unfreedom in collective speech 

but additionally harms the subject in her authority of reason itself by being hindered in the 

development and/or preservation of “intellectual confidence” (Fricker, 2007, p. 43). This way, the 

persistent marginalization in the prevalent discourse carries with it the effects of blocking certain 
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groups from contributing to the creation and circulation of knowledge, thereby obscuring an essential 

part of one’s social experience from the collective understanding (Fricker, 2007). More specifically, 

the marginalization of a particular group, leads to social experiences “left inadequately conceptualized 

and so ill-understood, perhaps even by the subjects themselves, and/or attempts at communication 

made by such groups, where they do have an adequate grip on the content of what they aim to convey, 

but are not heard as rational owing to their expressive style being inadequately understood.” (Fricker, 

2007, p. 7). 

Thus, the notion of hermeneutical injustice adds another layer of harm to epistemic practices. This is 

manifested in a loss of epistemic self-confidence in one’s belief or justification for it. Being unable to 

develop the intellectual practices to satisfy the epistemic standards of the dominant hermeneutical 

space, according to Fricker this may cause a subject to “literally lose knowledge” (Fricker, 2007, p. 49) 

as the development of interpretative resources of one’s experiences is not possible in the prevailing 

pool of knowledge. Following the previous line of argumentation, hermeneutical injustice can thus be 

defined as the “injustice of having some significant area of one’s social experience obscured from 

collective understanding owing to a structural identity prejudice in the collective hermeneutical 

resource” (Fricker, 2007, p. 155). 

 

Bringing both forms of epistemic injustice together, what essentially gives epistemic practices a 

discriminatory character and consequently makes them ethically harmful is manifested in its 

transgression into social and political structures. Thus, its entrenchment in and (re-)enforcement of 

structural inequalities of power represent an essential condition for the injustice epistemic practices 

bring forth. Both testimonial and hermeneutical injustices limit subjects in participating in the practices 

that generate social meaning and understanding and thereby define which styles of reasoning, 

articulating and contributing to the knowledge pool are recognized as rational and contextually 

appropriate. 

This opens up the question, whether it is in the duty of an individual hearer to engage in continuous 

practice of active critical reflection, and of correcting the operation of potential identity prejudices 

that may distort her credibility judgment. What emerges from the concept of epistemic injustice is the 

necessity of a certain sensitivity towards situations in which we lack shared concepts of understanding, 

where a subject’s or group’s contextual parameters have not been adequately attuned to the social 
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context of the speaker (Lennon, 2009). This would imply that in order to be epistemically virtuous, 

one must not only be attuned to the speaker’s social identity (a clear categorization of this may be hard 

in the first place) but also the impact of the speaker’s social identity on the evaluation of her credibility 

(Fricker, 2007). While oftentimes the best we can do is to reserve our judgments and recognize that 

dominant epistemic standards can serve oppressive social structures, feminist and Marxist 

epistemologists have emphasized the importance of reforming the structural and politically-enforced 

factors that cause the persisting patterns of credibility judgments (Lennon, 2009). Consequently, in 

order to close these epistemological gaps, enabling marginalized groups to contribute to the 

development of social collective imagination and thereby informing its production, systemic changes 

are necessary (Lennon, 2009). Acknowledging that the choice of our epistemic standards for credibility 

judgments depend on which social groups we treat as authoritative, a focus needs to be placed on how 

these authoritative structures inform, influence and require certain epistemic standards (Ichikawa, 

2020). Following from this, it must be assessed who is responsible for setting a framework for 

epistemic practices to work in an indiscriminatory way and whether it is actually possible for prejudice-

free societies to exist in the first place. More importantly, it needs to be discussed whether and how 

these supposedly marginalized social groups can ever arrive at a common foundation for dialogue and 

achieve proper interpretations of one another. 

Recapitulating this chapter, the concepts of collective belief, (neoliberal) power-knowledge as well as 

epistemic injustice have been introduced. These concepts of social epistemology share the assumption 

that any investigation into knowledge must be informed by social factors and fruitfully complement 

each other. Through emphasizing how socially shared understandings are only “one among several 

possible general ways of interpreting and classifying nature and society” (Adler & Bernstein, 2005, p. 

296) the concept of collective belief offers great compatibility with Foucault’s notion of épistèmé. 

Further, Fricker further adopts a Foucauldian understanding of power-knowledge and expands it to 

an ethical dimension (Fricker, 2007). It is along these lines that, in the analysis in chapter 7, the concept 

of collective belief will first function as the argumentative basis in identifying a collective belief that is 

informed by its social context. Consequently, the concept of power-knowledge aims to zoom in on 

the actors that constitute this collective belief and analyze the underlying power dynamics. Finally, the 

concept of epistemic injustice serves for showcasing one way how these analyzed power-knowledge 

dynamics can be problematized from a normative angle. Before these considerations can take place, 
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however, the following two chapters will introduce the methodology as well as the analyzed findings 

of this thesis.  
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5 METHODOLOGY 

In the following chapter, the methodology of the research project will be introduced. First, the 

research paradigm will be explained and justified with regards to the decision of taking an 

epistemological lens. After this, the research design will be introduced, outlining the data collection 

methods and the data analysis process. A reflection on the research methods will follow in the last 

section. 

5.1 RESEARCH PARADIGM 

The project at hand is conducted under a constructivist research paradigm, as the aim of our research 

is not to discover an objective, measurable and reproducible truth. Instead, as has been argued in the 

introduction, through placing a focus on pension funds as epistemological agents, it is the goal to 

supplement the existing research perspectives that have been introduced in the previous chapter (see 

chapter 3). In placing a focus on epistemic questions in ESG, this project aims at providing an 

approach that is informed by either of the two disciplines, financial and sociological. While a 

constructivist approach with qualitative data seeks to offer greater variety to ESG research, the project 

simultaneously aims to contribute with an inherently epistemological lens on the issue, thereby 

providing an approach that is native to sociology and philosophy. 

5.2 RESEARCH DESIGN 

The research follows an empirical-inductive approach, that is composed of a twofold structure. First, 

a document analysis of relevant definitions, taxonomies, standards, guidelines, laws, pension fund 

reports as well as public articles and opinions has been conducted. Second, semi-structured interviews 

with eight ESG specialists about ESG knowledge in Danish pension funds have been led. In 

combination, these two empirical strands of the research project have served as a basis for engaging 

into inductive reasonings about the epistemological practices of ESG investing from the perspective 

of ESG professionals in the Danish pension fund industry. In doing so, and in line with our 

constructivist approach, the research focuses on how social actors and their interactions influence the 

observable reality (Bryman, Bell, & Harley, 2018). 
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5.3 DATA COLLECTION 

 

The intended purpose of the document analysis was to get a solid understanding on how the role and 

development of ESG is manifested in written documents across corporate, political, and societal 

actors. This way, the analysis aimed at identifying the factors that influenced the historic developments 

and current position of ESG, its driving forces and its most prominent actors. 

In order to support this process, we examined the literature on responsible investment and ethical 

investment, mainly published in investment guides and academic studies from the 1980s up to today, 

as well as prominent non-academic sources that moderate the current ESG space. These include 

documents by the regulatory actors (e.g. the EU and the Danish government), international networks 

(e.g. UN PRI and World Economic Forum) and the private sector (e.g. ESG reports by Danish pension 

funds). The document analysis process was chosen for two specific reasons. Firstly, it should function 

as a preparation tool for the interviews by providing the opportunity to familiarize the researchers 

with current news and public material on the interviewed organizations’ ESG-related activities. 

Secondly, it should serve with a complementary function that helps making sense of the data by 

illuminating or further substantiating the information provided during the interviews. 

 

As a main methodological instrument for identifying the ESG knowledge practices in the Danish 

pension fund sector, qualitative interviews were chosen to gain in-depth insight into the perceptions, 

practices, attitudes and experiences of ESG managers working in Danish pension funds (Catterall, 

2000). The aim was to find out about: 

i. the perceived development and role of ESG in Danish pension funds, 

ii. the knowledge and decision-making process of ESG practitioners in Danish pension funds,  

iii. possible tensions arising through diverging ESG data and approaches and their handling in 

the Danish pension fund context, 

iv. the relations and collaborations of Danish pension funds in the ESG field, and 

v. the role of Danish pension funds in participating in the sustainable finance discourse. 

In an effort to minimize predetermining which information was put into focus and imposing a 

standardized approach, the method of semi structured interviews was chosen to allow adjustments to 



 

42 
 

the direction of the interviews in accordance the interviewee’s responses. This way, the interviewees 

were meant to be given the opportunity to define what was important and, thereby guide the course 

of interview (Ghauri, Grønhaug, & Strange, 2020; Qu & Dumay, 2011). 

The interviewees were selected with the intention to cover each type of pension fund in Denmark, 

from state-owned to labor-market and commercial pension funds. In total, eight interviews were 

conducted, of which six were led with ESG managers in different Danish pension funds and two with 

external experts. These included a former high-ranking ESG manager at PensionDanmark and former 

Chairman of the Board at Dansif (E1), and the founder and CEO of a Danish fintech startup (E2), 

providing ESG data for pension funds. Table 2 provides an overview of the interviewees, their title 

and their reference code for the subsequent findings chapter. 

 Table 2: Overview of Interview Candidates and Categorization 

In preparation to the semi-structured interviews, an interview guide of eight questions was created 

and sent out to the interviewees beforehand. This should provide the interviewees with an overview 

of the general focus and proposed direction of the interview. The interviews’ length ranged between 

30 to approximately 90 minutes, depending on the interviewees’ availability. While six interviews took 

place in person in the respective offices of the interviewees, two interviews were conducted via Zoom, 

an online video calling platform, due to mandated social distancing in response to the COVID-19 

outbreak. 

In the process of conducting interviews, it was purposely decided not to compare the different pension 

funds or actively attempt to find differences, but rather to assume and consequently explore their 

collective approach to ESG. This did not exclude the opportunity to explore differences and 

divergences in their approaches, which were put to the surface by the interviewees themselves. Instead, 

Company Interview Candidates (Title) Reference Code 

Pension Funds   

ATP Senior Analyst, ESG I1 

MP Pension ESG Manager I2 

PBU Head of ESG I3 

PFA Senior Portfolio Manager, ESG I4 

PKA ESG Analyst  I5 

Velliv Head of Investment Governance & Affairs I6 

External    

Hanolo Analytics  CEO E1 

Danish Pension Startup 
(Anonymous) 

CEO E2 
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not introducing a comparative approach from the beginning was aimed at being able to explore how 

ESG knowledge practices in the Danish pension fund ecosystem are perceived by ESG managers 

without interfering with our own interpretations. 

5.4 DATA ANALYSIS  

The interviews were recorded and transcribed making use of otter.ai, a free natural language processing 

software. While the manual corrections of the software’s outputs provided a second level of 

familiarization and reflection on the data, a further stage of repeatedly reading the transcriptions 

continued this process. The data was then thematically coded into key categories, i.e. “Role and 

Acceptance of ESG”, “Knowledge Sources & Practices”, “ESG Approach” and “Role of Danish 

Pension Funds”, by using NVivo, a tool for qualitative research analysis. This allowed to identify 

patterns in the data and to analyze it from different focus perspectives (Braun & Clarke, 2006). These 

resulted in a list of subthemes, defined as followed in Figure 4. 

 

Figure 4: Overview of the Categorization of the Interview Data 

While the first two categories evolved into the two main pillars of the analysis of the findings, the 

remaining two categories, “ESG Approach” and “Role of Danish pension funds”, served as illustrative 

examples that underscored and helped further explore the previous discoveries. As one tool to answer 
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the research question is to explore the social context and perception of Danish pension funds in the 

development of ESG, a strong methodological weight was placed on the way ESG managers talk 

about their practices and their ecosystem. In doing so, direct quotes were selected as the most powerful 

instrument to guide and present the analyzed findings. 

5.5 REFLECTIONS ON THE METHODOLOGY AND LIMITATIONS 

Having chosen a constructivist and qualitative research paradigm, the study is not able to produce 

generalizable or falsifiable knowledge. Rather, it is able to investigate the effects of a general ESG 

development on the particular social context of Danish pension funds. It must thereby be viewed as 

contextual knowledge about social structures, shared interpretations and beliefs of ESG managers. In 

regard to the reliability of the research project, it must be questioned how our own presence has 

influenced the results as well as how and whether the used methods ensure validity and accurately 

portray ESG practices in the Danish pension fund industry (Bryman et al., 2018). In the following, 

the methods will be reflected on, opening up points for discussion which will be picked up and 

reassessed in the concluding chapter of this thesis. 

 

In regard to the document analysis, reflections on how these documents are produced and distributed 

are important. Acknowledging that data, when acquired for analysis, is already situated in a social 

context, the context in which the information fluctuates needs to be identified. As information may 

“construct[ ] particular kinds of representation using [its] own conventions” (Atkinson & Coffey, 

2011, p. 58), it is necessary to pay attention to how the public information, in the form of e.g. pension 

funds’ ESG reports or public statements by the UN PRI, is produced and communicated.  

In doing so, several considerations come to the forefront. First, documents may presuppose a number 

of terms that can only be processed and put into context if one is already familiar with the ESG 

terminology. Second, an analysis of documents may be prone to standardization, summarization and 

categorization which on the one hand allows to correlate and compare findings (Atkinson & Coffey, 

2011). On the other hand, this categorization is susceptible to feeding into a reproduction of 

knowledge and terminology that is meant for a very specialized audience (i.e. ESG specialists). It may 

thereby inscribe implicit assumptions about the knowledge one should have to understand the 

documents and levels of importance of certain data points. Consequently, the research attempts to 
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proceed with the document analysis in an intertextual context, refer to historic and interrelated 

documents and knowledge that might be filtered out due to said processes of summarization 

(Atkinson & Coffey, 2011). 

 

Although an effort was made to avoid presupposing a standard by which the collected data was 

assessed, “reality does not precede practices” (Mol, 2002, p. 6) but is an essential part of them. It is 

therefore central to the constructivist approach to acknowledge the interpersonal relation between 

interviewee and the interviewer that reciprocally influence another and the data created (Qu & Dumay, 

2011). Reflecting on choice of interviewees, the selection was based on our professional network as 

well as cross-references by other contacts and interviewees. However, reaching out to interviewees on 

LinkedIn has also led us to equally successful effects of setting up interviews, which allowed a more 

diversified interviewee base. Yet, it must be concluded that the selection of interviewees might have 

led to an inevitable bias in the data collection. 

In reference to our own role in the interviews, we are aware of the influence of our own presence and 

actions on the results of the interviews. As “[t]hrough our methods we connect places, times, issues 

and concerns which were previously unrelated” (Papazu, 2016, p. 82), we acknowledge that we do not 

simply collect data as objective facts that are “out there” to find, but actively contribute and intervene 

in the production of this knowledge. Our understanding of the knowledge processes and how they 

are influenced by a variety of external and internal sources increased during the interviews. This 

resulted in each of these interviews being different from another. For one thing, with more knowledge, 

the nature and level of detail of the questions asked have been altered. For another, pension fund 

employees talk about one another. This had the effect that we oftentimes experienced being influenced 

by the most recent opinions and positions of the interviewees, e.g. about certain investment strategies 

or best-practice approaches. During the course of the interviews and due to an increase in inside 

knowledge, we became more attentive and at times more critical towards details. This had the effect 

that the last interviews naturally included more elements of discussion, whereas the first interviews 

had a rather educating character. Conducting the interviews in another sequence might have led us to 

pose different questions and thereby also different findings. 

Lastly, as the findings of the interviews were categorized into themes, we are also aware that our own 

data analysis methodology participated in the “reality shaping” process, prioritizing and building 
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patterns from the available interview results. Having these reflections in the back of our minds while 

conducting and analyzing the interviews has helped to approach the findings in an attentive and 

conscientious way. Consequently, we come to the conclusion that we do not understand the findings 

as generalizable, objective knowledge, but as rather in-depth impressions and perceptions of ESG 

trends, beliefs and knowledge practices in Danish pension funds at a given point of time. 
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6 LEGITIMIZING, CREATING AND DISSEMINATING ESG KNOWLEDGE 

The following sections present the analyzed findings from the document analysis and the semi-

structured interviews. In doing so, section 6.1 will draw on the document analysis and complement it 

with findings from the interview to put the arguments into the perspective of local Danish 

practitioners. This way, the section will outline the developments that shape today’s importance and 

legitimization of ESG knowledge. Following, vice versa, section 6.2 will foreground the interview data 

to identify ESG knowledge sources, organizational processes and specific ESG knowledge practices 

of Danish pension funds. Here, the document analysis will serve in a complementary function. Finally, 

section 6.3 will outline so-called ESG knowledge tensions, which represent issues where there appears 

to be disagreement about ESG knowledge and its practices. Further, these will be related to the 

illustrative debate between divestment and active ownership. 

6.1 ESG KNOWLEDGE LEGITIMIZATION 

The increasing importance and legitimization of ESG as a financial practice has its roots in various 

sources, which together have driven the development of ESG knowledge in Danish pension funds. 

In the following chapter, the legitimization of ESG among Danish pension funds will be analyzed by 

referring to a document analysis, that outlines major developments in the ESG space, as well as to 

data gathered during interviews with Danish pension funds. Rather than attempting to identify the 

main source or starting point, the emergence of ESG investing in the Danish pension industry is 

described as a “continuous process” (E1, 00:29) and “something that happens in steps” (E1, 0:29). 

Consequently, it will not be attempted to ascribe the integration of ESG-related investment criteria to 

one single source of origin, but rather classify its evolvement as mutually reinforcing developments, 

which will be categorized into the following trends as seen in Figure 5: 

1) There has been an increase in data and technologies monitoring ESG performance. 

2) There has been an increase in knowledge and expertise on ESG through data and knowledge 
networks. 

3) There has been an increase in requirements and principles through policies, guidelines, 
increased societal awareness and public exposure. 

4) There has been an increase in investment based on ESG factors. 

5) There has been an increase in financial credibility of ESG practices. 
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Figure 5: Categorization of Trends and Developments in ESG 

 

An important driver of ESG in Danish pension funds has been the increase in data and the availability 

of new technology that enabled the analysis of the ESG performance of different investments. This 

increase has been shaped by the rise of independent research organizations and the subsequent 

consolidation of the industry. 

Instituted in the 1990s, ESG research institutions catered to the growing demand for ESG data on 

selected public companies, of which institutional investors have been one of the main customers from 

early on (Bourghelle et al., 2009). In addition to this, investment houses established their own research 

teams with the function to advise asset managers on the ESG performance of investments. The ESG 

ecosystem evolved rapidly, now being saturated with a plethora of services. Currently, there exist more 

than 100 data providers, producing more than 600 rankings and scores for companies (Wong et al., 

2019). Figure 6 shows an attempt by the World Economic Forum to map out “key players from across 

stakeholder groups important to the ESG reporting ecosystem globally” (World Economic Forum, 

2019, p. 22). Here, Bloomberg, FTSE4Good, MSCI ESG Research and Thomson Reuters are listed as the key 
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“Market Data Providers” next to so called “ESG-Exclusive Data Providers” (World Economic 

Forum, 2019, p. 22) such as Sustainalytics, RobecoSAM or Vigeo Eiris. 

 

Figure 6: Mapping of the ESG Reporting Ecosystem. Source: (World Economic Forum, 2019, p. 22) 

Additionally, there has been a consolidation of rating services in the past 10 years. As visualized in 

Figure 7, the ESG ratings market has undergone a rapid development described as a shift from a 

“cottage industry of small non-governmental organizations (NGOs), economic development agencies, 

for-profit specialist firms, human rights activists and environmental consultants” (Pagano et al., 2018, 
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p. 342) to industry aggregation. As seen in the previous paragraph, major ratings and/or index firms 

for ESG data are described as “norm setters” (Pagano et al., 2018, p. 344), usually based on their 

market penetration. This market penetration of a few central key players is characterized by a history 

of acquisition rounds of industry majors, leading to more centralized data distribution platforms and 

advanced research capabilities. 

 

 

Figure 7: Take-over Rounds of ESG Rating Services. Source: (Verheyden et al. 2016, 4) 

One example of this industry aggregation can be observed by tracing back the acquisition history of 

MSCI ESG Research, being one of the most widely used data providers for ESG data. Today, MSCI 

ESG Research is the world’s biggest ESG rating agency and provides ratings for over 6,000 companies 

and 400,000 equity and fixed income securities (MSCI ESG Research, 2020). Launched in 2010, it 

started a multitude of acquisition rounds of already existing ESG data providers, such as RiskMetrics, 

a risk management firm with its roots in J.P. Morgan’s internal risk program. One year before, in 2009, 

RiskMetrics had acquired the two largest ESG rating firms in the US, Innovest Strategic Value Advisors Inc 

and KLD. Interestingly, KLD fundamentally differed in their approach to Innovest. Founded in 1988 

and serving two thirds of global institutional funds in the 1990s, KLD pursued the aim to “provide 

superior research and support services to the socially responsible investment market” (Eccles & 

Stroehle, 2018, p. 12). Described as an activist approach, it focused on a more value-driven 
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methodology. As such, they purposely did not provide aggregate ESG scores with the intention to 

incentivize the investors to apply their own judgment and critical thinking. With the acquisition 

through RiskMetrics and later on MSCI ESG Research, together with the more financially oriented ESG 

data provider Innovest, KLD’s methodology was quickly replaced by aggregated scoring systems. These 

were then supplemented by further ESG methodologies of data providers, such as ISS and the Centre 

for Financial Research (CFRA), due to additional acquisition rounds (Eccles et al., 2019; Pagano et al., 

2018). 

Similar movements of data providers can be observed in the “ESG-Exclusive Data Provider” space, 

where a number of acquisitions have taken place. Founded in 2009, the Dutch data provider 

Sustainalytics resulted from a series of acquisitions of the Dutch SiRi Group, German Scoris, and Spanish 

Analistas Internacionales en Sostenibilidad and finally, the Canadian Jantzi Research in 2009. Jantzi Research 

was founded in 1992 and one of the first movers on ESG data and sustainability consulting in the 

North American Market. In 2016, Morningstar acquired more than 40% of Sustainalytics and started to 

offer their own Morningstar Sustainability Rating with Sustainalytics data, next to asset management and 

consulting services. As a consequence of these acquisition rounds, dominant rating providers are 

described as having a “proto-regulatory role” (Pagano et al., 2018, p. 345), referring to raters’ market 

dominance and influential power in deciding which ESG issues and metrics are covered. 

In addition to a rise in research services, technological advancements have equipped data providers 

with more data points through the use of natural language processing and artificial intelligence, 

enabling to scrape data sources from various platforms (Eccles et al., 2019; Matter, 2020). This also 

had the effect, that data providers do not merely offer sales of data points, but also consulting through 

artificial intelligence-based forecasting and modelling of data. Further, due to the development of 

application programming interfaces (APIs), ESG data points can now be integrated into corporate 

servers, facilitating the management of portfolio companies of investors (World Economic Forum, 

2019). 

 

With an increase in data on ESG performance of investments and technological advancements, a new 

knowledge base surrounding ESG investing has been created, including the formation of collaborative 

networks and initiatives. While the Interfaith Center on Corporate Responsibility, launched in 1972, 

represents one of the first network attempts to start debates on social concerns in the corporate world, 
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it mainly focused on incorporating ethical values into the financial sphere. Networks of this kind have 

soon been supplemented and partly replaced by investor coalitions and networks focusing on political 

agendas, such as the Paris Agreement or other climate-related agendas. The 2000s marked the 

emergence of investor networks, such as the formation of the Institutional Investors Group on Climate 

Change (IIGCC) in 2001, the Carbon Disclosure Project in 2002, with nearly 900 signatories representing a 

total of USD 100 trillion and the Investor Network on Climate Risk in 2003 (IIGCC, 2020; Jemel-Fornetty 

et al., 2011; TCFD, 2020). Additionally, launched in 2006 by former UN secretary Kofi Annan 

together with 20 institutional investors, the UN Principles for Responsible Investments (UN PRI) have been 

founded as an attempt to consolidate the previously fragmented initiatives into one joint network 

(PRI, 2020a). Having gained a status of prominence among institutional investors, it defines six 

principles for integrating ESG into mainstream finance, that translated into the UN Guiding Principles 

Reporting Framework in 2013 (PRI, 2019). In addition to this, a number of disclosure initiatives have 

been founded, such as the Taskforce on Climate-Related Financial Disclosures (TCFD), the Global Reporting 

Initiative (GRI) and the Sustainability Accounting Standards (SASB). Today, these initiatives are described 

as “standard setters” and “framework developers” (World Economic Forum, 2019, p. 10), creating 

the basis for a more advanced analysis of ESG performance through defining best practice 

methodologies and presentation of ESG- related information. 

 

With environmental and social topics having “spread to […] the investment space” (I2, 07:53), fund 

managers, members of pension funds as well governmental bodies have worked towards increasing 

requirements on investments, establishing stricter investment policies and principles. In February 

2020, the EU released the EU taxonomy on sustainable finance that is described as a “classification 

tool” with the purpose of translating “EU-wide sustainability goals into a tool investors and companies 

can work with” (EU Technical Expert Group on Sustainable Finance, 2020; PRI, 2020b). Further, 

being labelled a “common language” (PRI, 2020b) the taxonomy is aimed at facilitating the 

communication between investors, issuers, project promoters and policy makers, enabling the 

integration of sustainability concerns into the common investment practices: “The taxonomy matters 

– most importantly because it is a serious effort by financial regulators to mandate disclosure against 

a sustainability target, rather than a financial one” (PRI, 2020b). With its implementation, financial 

market participants will be required to gradually increase their obligatory scope of disclosure to six 

environmental objectives by 2022. That way, any European investor marketing a fund as contributing 
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to an environmental objective will be required to disclose against the taxonomy. With the intention to 

provide a more systemized and defined approach to ESG investments, reporting standards and 

frameworks are described as supporting the “proliferation of ESG information in the public sphere 

and end-users of company ESG data, such as investors, companies themselves, regulators and 

segments of wider society – including consumers” (World Economic Forum, 2019, p. 8). 

 

Additionally, the rapid increase in investments relating to ESG factors can be seen as an indicator for 

the rising importance of ESG as a practice, ranging from an increase in the overall assets under 

management to increasing investments into ESG-related services, such as data providers and 

engagement services. In 2019, the UN PRI signatories reflected USD 86,3 trillion in AUM, consisting 

of 432 asset owners that collectively represented USD 20.1 trillion of these assets. This is a great shift 

from its launch in 2006 with 32 asset owners, which represented USD 2 trillion in AUM, as can be 

seen in Figure 8. 

 

Figure 8: Developments of AUMs, Asset Owners and Signatories of the UN PRIs from 2006 to 2019. Source: (PRI 2020a) 

Similarly, the demand for ESG data has increased rapidly. The amount purchased to receive ESG 

ratings from data providers has risen from USD 200 million to USD 500 million between 2014 and 

2018 as more and more companies are seeking to capture and willing to pay for companies’ ESG 

ratings (Christensen et al., 2019). 
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The increase in information, approaches, definitions and regulations has built a foundation for 

legitimizing ESG investing as a credible financial practice. As opposed to the opinion that the 

consideration of ESG concerns stands in opposition to financial profitability, a redefinition of societal 

and environmental issues as investment factors has created a link to the positive effect of these on 

financial risk and return over time. 

An emphasis on the development of the responsible investing discourse provides interesting insights 

here. Whereas in the 1950s the term ‘responsible investing’ was tied to ethical concerns and faith-

based organizations with the aim to avoid ‘sin stocks’ such as weapons, alcohol, tobacco, in the 1980s 

and 1990s, a shift towards a more activist narrative took place, as a part of political expression and 

protest movements. As seen in Table 3, responsible investing was shaped by and based on political 

happenings such as the civil rights movement and the beginning of climate discourse. With its 

confrontational approach it soon became a credible method for expressing systemic critique, however, 

it was still driven by pioneers and perceived an independent practice or even opposed to mainstream 

financial practices. 

 

Table 3: The History of Responsible Investing. Source: (Dumas and Louche 2016, 439) 

With an increasing professionalization and an expansion to the investment world, responsible 

investing was characterized by a shift away from an ethical shade towards more neutral wordings. This 

is underlined by a study by Jemel et. al (2011), using word counts in a qualitative data analysis software 
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while looking at media coverage. They find that “between 2000 and 2001, the word ethics practically 

disappears and words such as pension fund and pension manager become salient in the data” (Jemel-

Fornetty et al., 2011, p. 436). This was soon followed by an increase in research linking corporate 

governance and environmental factors to financial profitability (see section 3.1.1), allowing these 

values to be seen in the context of risk and opportunity, and translated into the “language of business 

and investors” (Hawley, 2011, p. 34). With the latest guidelines, principles and regulations, this shift 

has been pushed even further, with a recent report on Fiduciary Duty in the 21st century by the UN PRI 

creating a narrative that “[f]ailing to consider long-term investment value drivers, which include 

environmental, social and governance issues, in investment practice is a failure of fiduciary duty” (Sullivan, 

2016, p. 9). This has additionally been underlined by coining the beforementioned term “fiduciary 

capitalism” in the early 2010s, referring to the power of long-term-oriented institutional asset owners as 

universal investors that shape financial markets through their inherently long-term perspective (Hawley, 

2011). 

 

Being described as a “gliding path” (E1, 00:29), the increasing legitimacy of ESG investing is classified 

as a mix of pressures from the social, political and economic space. These can on the one hand be 

rooted in planned initiatives, such as the formation of the UN PRI or the emergence of coordinated 

strategic networks, such as the IIGCC. On the other hand, they can be driven by unplanned 

exogeneous events, leading to pension funds having to respond to a new situation or public 

discussions raised (by e.g. NGOs) on an ad hoc basis. On top of these external events influencing the 

evolvement of ESG practices, internal triggers for ESG investing have been observed in regard to 

pension funds’ motivation and perceived duty. Here, the fiduciary duty to provide the best possible 

return is not put in opposition to the motivation for ESG investments. Rather, ESG investing is 

perceived as a driver for better returns, placing an emphasis on the importance of being “ahead of the 

curve in terms of ESG” (I1, 08:05) or referring to competitive considerations of “just not wanting to 

not be a laggard as compared to the others” (E1, 49:05). In the following, the previously identified 

five movements will be analyzed in the context of Danish pension funds. 

Firstly, the increase of ESG ratings has enabled pension funds to measure and track the ESG 

performances of companies over time. The availability of reference points for measuring the ESG 

performances and determining the metrics according to which investments are analyzed have led to 

ESG becoming more sophisticated and accepted as a legitimate investment practice. The act of 
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analyzing ESG data through various data providers, with MSCI or Sustainalytics being the most 

predominant ones, ESG investing is described as a relatively new movement, only becoming “a thing” 

due to the availability of data as pointed out by one interviewee: “I have no clue what happened 20 

years ago in this field, in the sense that it wasn’t a thing in Denmark 20 years ago” (E1, 04:40). With 

an increase in data and the availability of technologies, such as artificial intelligence analyzing the data, 

pension funds have broadened their scope of competencies, legitimizing the practice of measuring 

ESG on the basis of having the right skill set and a “[w]e do it because we can”-mentality (I6, 06:04). 

Emphasizing the increase of working with data in the investment industry, it is also described as a 

‘self-fulfilling prophecy’: “because now people are exposed to it, so now they’re actually investing on 

these decisions or that information” (I5, 06:19). Additionally, referring to the takeover rounds by 

MSCI, pension funds have the general outlook to “end up with a few dominant players” (E2, 23:31). 

Yet, even if that is the case, it is also emphasized that “Sustainalytics can’t live without MSCI being the 

dominant player and the other way around” (E2, 23:31), pointing to the importance of having different 

data providers. Simultaneously, the implementation of electronic voting possibilities facilitated the 

engagement with invested companies, turning the table “in the sense that […] you could sit in 

Copenhagen and you could vote 1500 different equities through the use of ISS, […] and whoever 

perform these services, and then you are actually able to be an active owner” (E1, 04:40). 

Secondly, as ESG departments in Danish pension funds have grown in size in the past years, they 

consequently have reported to become more specialized and increasingly gain more expertise in the 

ESG field (Dansif, 2019). This way, pension funds are not only the recipients of ESG knowledge with 

respect to receiving data from respective data providers, but also take on the role of creating and 

enacting their knowledge. Their new expertise has been related to the ability to benchmark their 

activities to a peer group, while also being able to identify and discuss potential controversies in 

investor networks. Further, with a new knowledge base, integrating broader environmental and 

societal agendas into capital markets, ESG managers of Danish pension funds have mentioned to be 

consulted as experts advising the government with policy implementations, e.g. on how to efficiently 

finance the green transition (ATP, 2020b; CNBC, 2019; PFA, 2020b; PKA, 2018). As such, having 

endorsed the UN PRIs at an early stage, together with Norwegian and Swedish pension funds, they 

formed a community of currently 2372 signatories and experts in the institutional investor space (PRI, 

2020a). Additionally, all interviewed pension funds are part of the IIGCC, forming a network of 

currently 230 institutional investors with the mission “to mobilise capital for the low carbon transition 
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and to ensure resilience to the impacts of a changing climate by collaborating with business, policy 

makers and fellow investors” (IIGCC, 2020). This network has been described as having set the “ball 

rolling” (I5, 46:15) for active ownership and calling for urgency to change the investor dialogue with 

invested companies. 

Thirdly, their role as both recipients and experts on ESG knowledge has been further manifested by 

an increase in regulations and principles on an international and national level as well as by growing 

requirements brought forth by the general public. These are described as helping pension funds to set 

their investment approaches in accordance with “cultural global norms” (E2, 04:39). Already in May 

2009, the Danish Government and the UN PRI formed an agreement to promote academic research 

on responsible investment (Bourghelle et al., 2009). With ESG research being supported on a policy 

level, a significant signal has been sent to the Danish pension funds, showing that ESG is not merely 

a temporary trend but also part of the political agenda. On an international level, all of the interview 

participants mention the Paris Agreement as well as the new EU taxonomy, which underscores the 

“legal motivation” (I6, 06:04) for pension funds to comply with ESG criteria. In this regard, the EU 

taxonomy has gained particular attention among Danish pension funds. With the availability of more 

information and the relation of investments to ESG scores, many interviewed ESG managers have 

experienced diverging approaches to sustainable finance and a plethora of products that are marketed 

as “green” or “sustainable”. To differentiate between these investment products and approaches, the 

EU taxonomy is expected to arrive at a more nuanced definition of sustainable finance. An increase in 

principles and regulation is thereby welcomed by many ESG managers, hoping for a “more regulated 

playing field”, more “centralized decision-making” and more transparency on what may legitimately 

be titled ‘sustainable finance’ (I5, 43:20). This way, an increase in guidelines and policies is perceived 

as a compass for pension funds, helping them to navigate through the various definitions, information 

streams and approaches on ESG investing. 

On top of international guidelines and principles, such as the EU Sustainable Finance Action Plan, the 

UN PRI Guiding Principles and the OECD Guidelines on Multinational Corporations with Special Investment, 

Denmark-specific guidelines such as the Vejledning om Ansvarlige Investeringer and the Shareholder Rights 

Directive published in 2018 are mentioned. Having placed more demands on the investment and voting 

activities of pension funds, they are described as having collectively shaped Danish pension funds’ 

approach to ESG in the past years (I1, 38:59). This development has been further underlined by the 

initiative launched at the UN General Meeting in September 2019 with the Danish pensions industry 
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association, Insurance and Pension Denmark, committing to invest DKK 350 billion in “den grønne 

omstilling” (the green transition) by 2030. This commitment has been described as a “subsidy driven 

investment” (E1, 28:10), with pension funds being dependent on and having confidence in the 

government to provide subsidies for ESG investments or concessionary finance in order to make 

projects more attractive “that are not on their own merits attractive for pension funds to invest into” 

(E1, 38:45). 

Further, on a societal level, the availability of data on ESG ratings has been described as making 

members of pension funds more aware and interested in their pension. With engaged members 

perceived as a strong external pressure, many Danish pension funds have experienced an increase in 

pushing for more resolutions at general assemblies. This, combined with a more regulated playing 

field, comes with the effect of being scrutinized more heavily in the public discourse: “Two years ago, 

you could do ESG without people actually minding, they just assumed you were doing a good work. 

Now you also have to explain why you’re doing it and how you’re doing it. So that gives a new 

perspective to it.” (I4, 04:59). Emphasizing the importance of how society perceives the investments 

taken by pension funds, a focus is put on a mutual enforcement: “We can either impact society or 

society can impact us” (I1, 10:08). These social pressures can include NGOs “rais[ing] the bar” (I1, 

37:01) by means of challenging pension funds on justifications for controversial investments. Thus, 

the reporting of activities has been increasingly taken more seriously by ESG managers, emphasizing 

“that you need to be much more specific on ESG claims you make” (I1, 35:32). Lastly, due to the 

ability to draw relations between environmental and social issues and customers’ invested pension, 

ESG investing has become a tool for creating social awareness, not only for responsible investment 

as a practice but for pension contributions in general. This way, ESG investing has become “an 

excellent tool […] to take on a broader societal question that you have to save up to your pension” 

(I4, 17:18). 

Fourthly, the increasing willingness to use ESG as a ‘tool’ to channel investment into green activities, 

can be observed in Danish pension funds’ beforementioned commitment to direct a substantial 

amount of capital to stocks and bonds and energy infrastructure by 2030. With 10% of the Danish 

total pension assets earmarked to green investments by 2030, Danish pension funds are increasingly 

investing in unlisted assets such as offshore wind farms, climate efficient properties and green 
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infrastructure12 (MP Pension, 2020b; PFA, 2020b; PKA, 2020c). In addition to that, referring back to 

collective commitments among institutional investors, their bundled capital creates “a different 

number of zeros that is behind the numbers” (E1, 04:40) and is followingly seen as a source of power 

to push the ESG agenda further: 

And they could actually change from just exclusion lists to being pure active owners. […] [B]ecause previously 

when you engaged with the company, you wrote them a letter saying, if you don’t cease to do this, we’ll put you 

in the exclusion list. And the company would look at the letter saying, ‘Danish pension, I have no clue who that 

is. Would you please destroy this?’. And then they […] bundled together pension funds. Pension funds worked 

together with other pension funds. So instead of it being the 15 million Danish kroner from one Danish pension 

fund, it was maybe the 2 billion Danish kroner of multiple pension funds that then confronted the company 

saying: ‘We want you to change’. And even though at any AGM the company wants 100% to support 

their proposals, they can live with one or two dissents because they’re just the freaks. But when it’s 5%, or it’s 

10% or 20% of the shareholders that vote against them, then it actually makes them think again, and they want 

to then engage with investors (E1, 04:40). 

Lastly, by referring to its financial relevance, ESG investing has gained a higher level of financial 

credibility, being described as a shift from a ‘why-question’ to a ‘why-not-question’ (E2, 13:03): “[…] 

beforehand, ESG was much more about compliance with the law and sanctions and so on but now 

it’s much more […about] how we implemented it in the investment context” (I2, 07:03). With a newly 

formed profitability narrative that allows the quantification of social and environmental issues in 

financial terms, Danish pension funds have moved from being compliance-driven towards taking on 

a more proactive approach. As such, Danish pension funds have put an increased focus on the 

financial implications of ESG investments, legitimizing its practice on the basis of higher expected 

returns on investment and lower risk. With an “overall idea […] that a sustainable company will also 

give the best return on a longer perspective”, ESG investments are seen as opportunities (I4, 04:59). 

In fact, ESG is used as a way of identifying market trends: “my general idea is that if asset managers 

suddenly start thinking a lot about the environment, there’s probably a reason for it” (I1, 35:32). That 

way, describing ESG “a source of alpha” or “a source of generating returns” (I3, 50:27), ESG is 

 

12 For specific information on these investments, the reader is referred to the most recent investment reports published 

by PFA, PKA or MP Pension on investing in green infrastructure projects such as the world’s largest offshore wind 
farm Walney Extension Offshore Wind Farm or the offshore wind farm Hornsea 1 as well as green infrastructure projects in 
Denmark and other European countries (MP Pension, 2020b; PFA, 2020c; PKA, 2020c). 
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legitimized on the basis of corresponding to the best possible return13 and risk-reduction. Referring to 

the various guidelines, principles and regulations as well as available information on ESG 

performance, incorporating ESG screens on investments is seen as a preventive act of risk reduction 

to market developments. For example, investments into the coal industry, companies deciding to not 

comply with the Paris Agreement or companies with bad governance structures are associated to the 

risk of becoming devalued in future. Thus, ESG data points are used as “indicators for how [these] 

companies will perform in the long term” (I5, 24:39). These indicators are particularly relevant for 

pension funds, as they are dependent on steady returns and operate on long-term investment horizons. 

Concluding this chapter, the legitimization of ESG in Danish pension funds cannot be seen as a 

unilateral development. Rather, it is a mix of mutually reinforcing events, which all influence and 

necessitate each other. This development has been suitably articulated as “a sort of snowball that’s 

rolling” (E1, 04:40), emphasizing the fact that ESG knowledge is changing in form and size depending 

on the material it picks up along the way. 

6.2 ESG KNOWLEDGE CREATION AND DISSEMINATION IN DANISH PENSION FUNDS 

After investigating the interaction between developments and legitimization structures of ESG in 

general and in Danish pension funds, the following section shall identify the specific practices that 

Danish pension funds employ in creating and disseminating knowledge about ESG investment 

approaches. In doing so, the first two sections use the interview data to portray commonly used 

information sources and decision-making processes. The remaining two sections take these 

observations as a basis for zooming in on the ESG knowledge practices that Danish pension funds 

employ to support their decision-making processes. 

 

In regard to the kind of knowledge sources that Danish pension funds use for their ESG involvement, 

the interview data suggests a large degree of consistency across all organizations. The following 

 

13 This is underlined by Danish pension funds publicly emphasizing on their webpages that ESG and returns go hand in 

hand. As such, MP Pension states that: “we invest to get a good return - even when we invest in the climate”(MP Pension, 
2020b), while PKA justifies responsible investments by arguing that “long-term, responsible investments generate good 
return for our members, while contributing to a sustainable future” (PKA, 2020c). Further, ATP claims to “believe that 
responsibility and high returns go hand in hand” (ATP 2020a), while PFA has recently stated that “the ambition is widened 
from being “best at generating returns” to being “best at generating sustainable returns” (PFA, 2020b). 
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elaborations are therefore equally valid for all the interviewees’ organizations, unless specified 

otherwise. The conducted interviews propose that Danish pension funds rely on five main pillars of 

information with regards to assessing the ESG performance of their portfolio.  

First, all interviewees mention that their respective organization subscribes to the services of either 

MSCI, Sustainalytics or both. In addition, one interviewee in PFA reports to have access to ESG data 

from Bloomberg (I4, 12:22). In doing so, the organizations receive “sorted and treated data” (I1, 15:09) 

and a thorough analysis on ESG issues, allowing them to monitor the ESG performance of their listed 

equity investments and corporate bonds. The ESG data provided by rating agencies is commonly used 

as “primary input” (I1, 15:09). 

Second, this data is further enriched through a broader set of fact-gathering activities with respect to 

public media and discussions. This includes engaging with critical NGOs or public debates in the 

media, questions and inquiries put forth by customers or members of the pension fund. Mentioned 

NGO sources are e.g. Don’t Bank on the Bomb, Amnesty International and the Business and Human Rights 

Resource Centre. 

Third, several Danish pension funds use the services of third-party engagement services, such as 

Hermes, Vigeo Eiris, GS, Ethix, BMO Global Asset Management or ISS (PBA, 2020; PFA, 2020c; PKA, 

2020a). While pension funds use these to outsource their engagement with the invested companies, 

engagement services also offer an extensive range of information services and data on the respective 

companies’ ESG performance. 

Fourth, collaborative networks and initiatives are named as a supplementary source of knowledge. 

These are used to exchange knowledge and define industry approaches which are particularly useful 

in asset spaces that are not covered by the big data providers, as for instance infrastructure projects. 

The mentioned networks include Dansif and the Nordic Engagement Cooperation in a Danish and 

Scandinavian context, Climate Action 100+ and the IIGCC for international collaborations, as well as 

GRESB for infrastructure projects, private equity or impact funds. Furthermore, collaborations 

between Danish pension funds can also occur spontaneously, as observed in PFA, ATP, Industriens 

Pension, and PensionDanmark working together on how to go about taxation in the illiquid asset space 

(I4, 23:05) (PFA, 2020a). 
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Fifth, particularly for asset spaces with limited data availability, the interviewees highlighted the 

importance of collecting, checking, and assessing information themselves. In the example of 

alternative investments or infrastructure projects, due diligence processes lead to a “more qualitative” 

(I2, 10:41) ESG evaluation, although this generally “takes a lot more time” (I4, 04:59) as it is based on 

the individual information needs of specific projects. 

 

Having briefly mapped out the most important information sources, in the following, the various 

information streams will be consolidated into a knowledge process in order to provide an overview 

of how knowledge on ESG investing is created within pension funds. The processing of the 

beforementioned information sources will be termed ESG knowledge creation and is described as a 

‘patch-work approach’ of external sources of information “in combination with our [the pension 

funds’] own limited knowledge” (I3, 50:27). 

Generally, the interviewees consistently portray their ESG assessments as aiming to cover the entirety 

of their asset classes14. In terms of processes, it is reported that the ESG managers are typically “lodged 

in” in  two places: “At the very beginning, where we’re part of it, and then at the final due diligence, 

we’re part of it, and that should be the case for all investments. […] So, we’re part of the discovery 

phase, but also the due diligence phase” (I5, 18:29). Figure 9 visualizes the decision-making process 

and the use of ESG information sources in Danish pension funds based on the aggregated interview 

data from all interviewees. 

 

14 As ESG data is predominantly used in the listed equity space, the following section will mainly focus on the decision-
making process in regard to this type of investment. It may be noted that the investment process might differ for other 
types of ESG-related investments, e.g. green infrastructure projects. 
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Figure 9: Process of ESG Decisions in Danish Pension Funds. 

Before undertaking an investment or creating a portfolio, portfolio managers and/or ESG managers 

gather information through external data providers such as MSCI or Sustainalytics, public company 

reports, media material, information published by NGOs and information provided through 

engagement providers. These external data streams are then filtered and evaluated according to the 

pension funds’ norms and investment principles, which may include alignment with EU regulations, 

the Paris Agreement, UN PRI or internal responsible investing principles. For critical cases, the 

resulting data is presented to the investment board which usually consists of CEO, CIO, Head of 

ESG and several other parties, depending on the respective pension fund’s governance structure15. 

After discussing the case at hand, exclusion lists are updated, positive lists may be established, and 

investment mandates are written for external investors. 

Once investments have been placed, they are monitored on an ongoing basis. This ranges from 

quarterly screenings to continuous fact-checking by drawing on the mentioned external information 

 

15 For more information on the pension funds’ ESG governance structures, the reader is referred to the webpages of Velliv 
(Velliv, 2020b) or PFA (PFA, 2020c) for illustrative examples on how the set-up of investment boards might be structured. 
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sources. For critical cases, depending on whether the organizations work with an engagement provider 

or not, the results from the monitoring have consequences for the invested companies with 

engagement dialogue as a first, proxy voting on AGMs (annual general meetings) as a second, and if 

necessary, portfolio adjustments as a third step. Based on the discussions with the companies, pension 

funds are usually confronted with two options: either to divest from the company or an industry, 

thereby updating their exclusion list, or further engaging with the companies through active ownership 

(see chapter 1). As active ownership has gained a high level of recognition among institutional 

investors in the past years, networks and initiatives such as the IIGCC have been formed. As 

mentioned in section 6.1, these networks do not only serve knowledge sharing, but institutional 

investors also collectively use their shareholding power in companies to increase their amount of 

influence on the companies’ policies and decision-making. 

Both information gathering and implementation are continuously accompanied by communication 

activities in forms of publishing exclusion criteria, negative lists and public reports, responding to 

media, NGO and customer inquiries as well as active engagement in knowledge sharing networks and 

initiatives. This way, by communicating and justifying investment decisions taken and engaging in 

dialogue with a set of stakeholders, ESG knowledge is not merely diffused, but is also circulating and 

feeding back into the ESG knowledge creation. 

 

While the interviewees report a similar ESG framework in terms of knowledge sources and processes, 

a closer look at individual approaches reveals how ESG managers in pension funds create, supplement, 

contrast and verify external information sources and integrate this into their investment decisions. 

These approaches will be, referring back to the definition in chapter 1, called ESG knowledge practices 

as they portray how ESG managers structure and process the information sources in order to create 

a knowledge base for their investment decisions. 

6.2.3.1 INDIVIDUAL ASSESSMENTS BASED ON ESG DATA FLAGS 

One important ESG knowledge practice that serves to process ESG data concerns the way pension 

funds deal with irreconcilable or incomplete ESG data. That ESG data from MSCI or Sustainalytics is 

only of limited reliability is not new to any of the interviewees: “We buy these data points, but we do 

it with our eyes wide open to the fact that it's not a perfect score” (I5, 14:31). Instead, the interview 
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data suggests awareness that “a massive information gap” (E2, 35:52) continues to persist in the very 

fundament of pension funds’ ESG knowledge. 

One practical way of dealing with these problems is described as enriching the data with individual 

assessments: “It is never MSCI or Sustainalytics who decide what we think of a case. A score is only a 

flag to us in what we should be reminded of before doing an investment […]: ‘what is the first issue’, 

‘what is the topic’, and ‘how do we feel about this’. So, it will be on the case where we decide” (I4, 

14:21). This way, each ESG department decides individually how to make use of and process the data 

that is a flag for potentially critical ESG issues. Additionally, many pension funds use several data 

providers for different focus areas and match them against another in order to gain a more 

comprehensive overview. Acknowledging that data quality of only one provider “will be lacking quality 

in some places” (E1, 18:08), checking back with other data sources is a common method for gaining 

more certainty on the data. 

In doing so, data providers are not the only sources of information that flow into the decision-making 

process. Rather, pension funds draw on a variety of secondary data to supplement the “sorted and 

treated data” with so-called “raw data” (I1, 15:09) from platforms such as RepRisk, independent NGOs 

or public media. An example of this approach is summarized by an interviewee at PKA: 

We had investments in […] GEO Group and Core Civic and Danish media wrote to us and said, ‘Okay, you 

have investments in these companies, they're terrible, there's human rights abuses, they're incarcerating children, 

immigrant children, etc.’ […]. And we looked at it and said ‘Okay, how have we not caught this?’. And this goes 

back to ESG scores. They were some of the companies that were pretty bad. They're very bad, but they're not 

so bad that they will be automatically flagged in our system. So, it's something that we'll have to discover on our 

own basically, or someone will have to discover for us. And that's why we also use the media a lot. And it's 

actually a very productive conversation that we have with the media because sometimes they will make us aware 

of something that we didn't know, and then we'll change our […] practices. Sometimes we'll be able to explain 

why we have certain investments. (I5, 24:39) 

Consequently, the ESG knowledge creation is not only fact-checked through using several data 

providers, but also through engagement with media sources. Thus, in assessing the ESG performance 

of their invested companies, ESG managers often perceive ESG data points as mere flags. Finally, 

they themselves describe their role as being “a judge between the NGO, so what it might be on one 

side, and then the company on the other side” (I1, 15:09). 
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6.2.3.2 ACTIVE OWNERSHIP: ABSORBING VS. CROSS-CHECKING KNOWLEDGE 

Another ESG knowledge practice serving the knowledge creation process regards the use of 

engagement providers, where ATP as a state-owned pension fund differs to occupational and 

commercial pension funds. As opposed to these, ATP does not outsource active ownership. In fact, 

their ‘in-house active ownership principle’ is something “that makes ATP special” through 

“broadening the scope and also growing much depth” (I1, 02:55). In doing so, ATP aims at having a 

“more trustworthy” dialogue with the companies and being able to ask “much more ATP-minded 

questions to companies” (I1, 02:55). Furthermore, this enables the pension fund to “absorb the 

knowledge from the companies, rather than some external engagement provider” (I1, 02:55). This 

contrasts with the approaches of labor and commercial pension funds, who have smaller teams and 

outsource engagement services to external providers. These external engagement providers work with 

many institutional clients and thereby represent large amounts of capital, enabling them “to access 

company management” (I3, 06:14). Sometimes the pension fund is asked about their “specific points 

of view, but it's something that is relatively rare. We subscribe to their service and we rely on their 

judgment” (I3, 06:14). Thus, the judgment and decision-making seem to be outsourced. However, the 

activities of engagement providers are closely monitored and cross-checked through drawing back on 

MSCI’s or Sustainalytic’s data. This opens up an interesting observation. While on the one hand rating 

agencies are described as a “black box” (I5, 14:31) or “kind of proprietary” (I3, 15:18) relating to the 

irreconcilability of ESG data, they are on the other hand extensively used for monitoring the 

engagement providers. Thus, while all interviewees accept that the knowledge from ESG data 

providers cannot be taken “at face value” (I3, 21:08), it is an integral part of their ESG methodology. 

6.2.3.3 VALUE PRIORITIZATIONS 

Finally, the interview data makes clear that the composition of the member base has an effect on the 

ESG focus of the pension funds. For instance, MP Pension relate their strong ESG focus back to the 

educational and professional backgrounds of their customers: “So I think we have some very engaged 

members and that’s quite special for MP, but I think it’s also depending on the members and their 

backgrounds. So, we mainly have teachers and professors and they’re quite educated and 

knowledgeable about what’s going on also within the investment space and in the political space, so 

it’s quite a good mix to talk about ESG issues with them” (I2, 23:17). Thus, the focus areas of 
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occupational pension funds in some respect are chosen according to the values of their member base16. 

This is illustrated by the following statement about the members of PKA: “We have members that are 

welfare workers and they like it when companies pay their taxes. So, what we do is we don't want to 

be part of aggressive tax planning in any way” (I5, 24:39) (PKA, 2020a). Similarly, MP Pension’s 

members have a strong focus on climate change, exemplified by several proposals to the AGM in 

2019 (MP Pension, 2019). That way, the ESG knowledge practice of value prioritization according to 

information put forward by members becomes notable, founded on all kinds of customer inquiries 

about ESG performance and controversies. Interestingly, other interviewees reflect on MP’s practice 

of using their members’ values as the foundation for their ESG knowledge practices. On the one hand, 

it is remarked that MP can only have a very “articulate” and “colorful” ESG communication because 

their member base is “not able to leave” and “more homogeneous” (I6, 20:51). On the other hand, 

one interviewee utters skepticism about the exclusion list that results from MP’s focus on their 

member’s values: “I think at some point, they will have to stop that practice because it becomes 

unsustainable for them. They can't just keep on divesting. I mean, it's not black and white. It's gray.” 

(I3, 40:18). 

 

Next to ESG knowledge practices for the creation of ESG knowledge, the interviewees report three 

practices of how Danish pension funds use ESG knowledge in order to take an active role in debates 

around sustainability. The following sections provide an overview on the ESG knowledge practices 

that are concerned with the dissemination of ESG knowledge by Danish pension funds by means of 

customer interaction, debates with NGOs and media as well as defining guidelines and policies. 

6.2.4.1 CUSTOMER INTERACTION  

Before the recent public upswing of sustainability debates, one interviewee reflects, it has been very 

hard for pension funds to stimulate customers’/members’17 interest in their pensions: “It is the most 

boring thing” (E2, 55:48). Recently, however, all pension funds experience increased member 

attention through the channel of ESG. This holds for both commercial and occupational pension 

 

16 Being member-owned and thereby representing their members in a “fully democratic” way is further underlined on the 
webpages of labor pension funds, such as MP Pension or PKA (Pension, 2020; PKA, 2020d) 
17 Going forward, the term ‘customer’ will only be used if it is of relevance that the mentioned pension fund is commercially 
oriented. If both occupational and commercial pension funds are referred to the term ‘member’ will be used. 
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funds. As has been mentioned before, one interviewee at PFA mentions that this goes hand in hand 

with an increase in scrutiny regarding the pension funds’ take on ESG (see section 6.1.6). 

Yet, the interview data suggests that being commercially oriented or not matters a great deal for the 

way in which pension funds engage with their members. For commercially oriented pension funds 

such as PFA and Velliv, the focus is to “understand […] and meet our customers every day” (I6, 

17:51). This strong attention to customer demands may stem from the tendency that “if you want to 

be in the commercial space, then you need to offer a sustainable product right now because otherwise 

you will never win any bidding for any workplace” (I5, 37:24). Accordingly, PFA is currently launching 

a sustainability-themed pension product, where “we came up with what is green and what we mean is 

green for that portfolio” (I4, 17:18). This is in line with another interviewee’s opinion, that in order to 

effectively engage customers with the sustainability of their pension plans, ESG needs to be 

“competitive” (E2, 40:58). 

Occupational pension funds such as MP Pension and PKA pride themselves to have “some of the most 

active members in terms of pushing for sustainability” (I5, 37:24) and a “strong member democracy” 

(I2, 18:04). However, since their members cannot easily leave the pension fund there is only one 

pension product which is “the same for everyone” (I5, 37:24). This leads ESG managers to interesting 

reflections:  

We see that if we take a step forward, some members would ask us to take three more steps in the same direction. 

But we also have to protect the interests of our fiduciary duty. So, let’s say we have 138,000 members and of 

course, there will be some members that […] express their opinions louder than others. But we have a duty to 

also represent the members that might not share their opinions on a regular basis (I2, 23:17).  

Similarly, “if ATP gets very, very progressive on climate change, there will be a right national 

conservative wing of the Danish political landscape that would probably be a bit annoyed” (I6, 20:51). 

Here, once again, ESG managers find themselves in a position having to balance competing accounts. 

6.2.4.2 THE DEBATE WITH NGOS AND MEDIA 

Providing transparency about their activities is reported to be an important aspect of ESG investing 

for all Danish pension funds. Even more so, one interviewee predicts that “active participation [of 

pension funds] in societal debate, and that’s whether it’s climate change or the Corona outbreak or 

financial instability” (I6, 26:55) is expected to increase in the future. As such, “it’s necessary for 
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pension funds […] to have a position on how they are going to contribute” (I6, 24:16). This becomes 

relevant for example in situations like this one: 

Our Head of ESG had an interview with P1 [a Danish TV broadcaster] on last Monday and then they invited the 

teachers’ pension fund in as well. Because they wanted to know why they kept their investments in them 

[Glencore] and I am happy not to be that guy because he had to explain why they are still invested in these torture 

companies. (I5, 32:24) 

Still, the interview data suggests that the debate with media and NGOs is coined by a severe imbalance 

in ESG knowledge. While ATP disclosed their investments in coal, oil and gas as one of the first 

pension funds in Denmark, they were willing to do so “because we thought we were willing to defend 

the fact that we have investments in these things” (I1, 23:27). The fact that disclosing data is a 

voluntary decision is reflected upon critically in another interviewee’s words: “So pension funds sit on 

data that no one else has access to. There are not a lot of critical voices and […] no one knows what 

they are doing. Journalists and NGOs are the primary ones to hold them accountable. But for all of 

them, there’s a massive information gap. So, they don’t really have access to any kind of information” 

(E2, 35:52). 

6.2.4.3 DEFINING THE GUIDELINES 

Danish pension funds’ involvement with ESG has undergone major developments in the recent 

decades, particularly regarding policies and guidelines that shape the field. Another interesting 

observation is therefore constituted by the fact that ESG managers from ATP, PFA and 

PensionDanmark have been part of collaboratively establishing guidelines and a “common language” 

(E1, 57:52) for ESG investing in the Danish environment. Here, their ESG knowledge practice of 

actively contributing to the ‘soft laws’ that shape the industry happened together with the Danish 

government which supposedly “has no civil servants who have specific knowledge of this” (E1, 57:52). 

The result was the previously mentioned document “Vejledning om Ansvarlige Investeringer” 

(Erhvervsstyrelsen 2018, see section 6.1.3). The latest version re-emphasizes common industry 

standpoints such as seeing divestment from and exclusion of ESG-critical companies as the very last 

resort. That way, pension funds are not only guided by political frameworks and regulations but also 

play an active role in shaping these: “It always started with us sort of educating them, ‘this is how this 

works in practice’ […]” (E1, 57:52). At the same time, these guidelines are not perceived as “something 

that we [the ESG managers] invented ourselves” (E1, 57:52) but rather understood as a translation of 

the OECD and UN PRI in an “operational way” (E1, 57:52) to the Danish pension fund sector. 
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Concluding this section, Danish pension funds use multiple ESG information sources in the creation 

and dissemination of ESG knowledge. In that regard, the ESG knowledge is on the one hand shaped 

by the available information sources and their quality, while, on the one hand, Danish pension funds 

actively contribute to the available ESG knowledge through their individual assessments and a 

consequent dissemination in collaboration with fellow investors, the government and other initiatives. 

6.3 ESG KNOWLEDGE TENSIONS  

As a reoccurring theme, it was outlined that the decision-making process is defined by a patch-work 

approach that attempts to reconcile a plethora of different information sources. Whereas different 

sources can have a supplementary effect, completing the fact-finding process, they also give rise to 

diverging data, which put ESG managers in the position of making individual assessments based on 

contradictory data. However, not only data itself diverges. In the following section, three ESG 

knowledge tensions are defined as referring to disagreements of ESG managers in their practice of 

legitimizing, creating and disseminating ESG knowledge. Here, contrasting propositions (abbreviated 

with ‘P’) are identified that will serve as a foundation for the analysis in section 7.1. Finally, the debate 

around whether to divest from oil, gas and coal companies serves as an illustrative case of the 

implications of these tensions. 

 

In the past years, many researchers and practitioners have discussed the feasibility, potentials and 

possible pitfalls of converging ESG data. On the one hand, with “different methodologies, catering 

to different sectors, different investors, buyers, and different perspectives” data providers in fact draw 

back on a variety of sources to “find the best […] from the most indigenous actors in each of their 

fields, build that into one screening tool, and then send that to our [the data provider’s] clients, not as 

one specific rating, but basically as data on companies for different areas” (E2, 23:21). As one single 

data source would not offer full coverage of information, the proliferation of data is seen as essential 

for covering a broader array of information sources and reducing knowledge gaps. Maintaining a 

multitude of ratings with different framework thus serves ESG managers, who use data for flagging 

and consequently apply their individual judgement in accordance with the funds’ investment 

principles. 
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On the other hand, many have emphasized the importance of converging ESG data and data 

frameworks, adapting more sophisticated and unified methodologies: 

I hope, what we'll see is not a proliferation but a contraction of the different initiatives. […] So, that's what I 

hope. […] I was at an event and the WWF was talking about launching a new initiative. Come on. Oh, no, no, 

no, no, this is not what we're looking for. (E5, 43:20) 

With a desire for a more unified approach, the new EU taxonomy is predominantly welcomed by ESG 

managers within pension funds, emphasizing the importance of a “more regulated playing field” (I1, 

25:24). Through the taxonomy, they expect more clarity, enabling them to demand more information 

from external managers as well as to benchmark their activities against a general framework (I4, 17:18). 

However, it also implies that, in the future, pension funds are obliged to disclose their ESG activities 

to their members, which is oftentimes viewed as a reporting burden. This is expressed by referring to 

the sheer fact that the taxonomy consists of 600 pages (I1, 30:09), stimulating fears that it might be 

“too stringent to actually deliver the risk diversification that you need in a pension product” (I4, 17:18). 

Followingly, we find proposition P1 among practitioners, that the convergence of ESG data is 

welcomed as it allows for benchmarking and a common ground. Simultaneously, we find proposition 

P2, that ESG data convergence poses a reporting burden and limits the decision-making of 

practitioners. 

 

Whereas section 6.1 has elaborated how the improvement of data gave rise to the legitimization and 

acceptance of ESG in both international and Danish contexts, some practitioners pose that 

improvements in data are not of urgency. The potential knowledge gap is downplayed by being 

sufficiently attentive while processing the data or by trivializing the importance of the raw data, 

accompanied by emphasizing the importance of creatively using it to support one’s argument:  

I mean what is data, data is… it's just, you know, bits and bytes. And basically, it will give you some kind of... .it 

will hopefully sum up some kind of information. That's input to your knowledge, that's input to decision-making. 

And that decision-making should actually contribute to fulfilling your purpose. (I6, 06:04) 

Thus, it is not about the data itself, but rather about the processing of it, creating a specific 

methodology that aligns with given principles: 

[W]e have a tendency of sometimes making it more difficult than it actually is, in my opinion. It's not that difficult 

if you have the motivational drivers, if they are actually clear enough. And you build your processes, your 
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methodology in a stringent way. […] I don't think that complexity can be the excuse. I know that you will end 

up in difficult situations where you, from time to time, have to choose between one evil instead of the other. But 

to me that's not different from many other aspects of business life. (I6, 19:03) 

Followingly, taking decisions under uncertainty is nothing new in the financial space:  

In the investment community, we are actually used to using different kinds of data sources, information seeking, 

information, you know, processing. So that's not really a big thing for us. I mean, from time to time, we are even 

proud that we have different ways of processing information or data and it will end up with our new, unique 

approach to investment decisions, and hopefully returns. (I6, 06:04) 

This way, what counts is not the quality of the data itself, but rather the existence of data as a reference 

point to justify the decision: “[Y]ou need to have data in order to convince yourself that this actually 

makes sense. Either that it enhances return, or it reduces risk” (E1, 01:04:33). Consequently, ESG data 

is on the one hand believed to be an important factor for justifying and assessing decision-making 

(P3), while in other situations it is perceived as incomplete or irrelevant (P4). 

 

Since data is used as a basis for legitimizing investment activities, pension funds place a great emphasis 

on clearly communicating their impact by referring to ESG data. However, disagreement arises as to 

the question of whether this practice of disseminating ESG knowledge can be considered complex. 

One the one hand, the multiplicity of regulations, guidelines, metrics on ESG issues suggest that ESG 

communication can be a complex task: “I think there are 100 or 120 different norms, standards 

benchmarks, best practice that you in some ways work with. […] So, there are a lot of things we look 

into” (E2, 21:56). In engaging with the public and customers, the aim is therefore  

to meet somewhere in the middle between it being very complex, but also maybe try to remove as much 

complexity as possible from it. So […] what we try in the new reports we're making […] is to make it a bit more 

accessible with more illustrations and cases of how we actually work. But it is a very technical area. (I1, 25:24) 

For some ESG managers, the inherent complexity to the field is the reason why their argumentation 

sometimes meets resistance in the public debate: “We like to do things more than we like to signal 

things” (I1, 28:10). 
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On the other hand, other interviewees take opposing standpoints, arguing that “[i]t's not that difficult 

if you have the motivational drivers, if they are actually clear enough” (I6, 19:03). Instead, one 

interviewee reasons that, as a professional, you have all means to sensibly communicate about ESG: 

What do you mean? What is your methodology? And how does your methodology fit into the world and the 

challenges that you see out there? So, again, I think that we have a tendency of, at least in the public debate, we 

have a tendency of sometimes making it more difficult than it actually is. (I6, 19:03) 

Followingly, some pension products have been designed with utmost attention to reducing 

complexity, which also feeds into making the ESG investments more attractive to the customer: 

And when we communicate this to customers, we try to make it super, super simple. So, we communicate a few 

key metrics […]. And then we focus on making clear promises. So going back to the global norms and saying 

this is the areas we focus on: we want to be Paris-aligned, we can ensure that there's no oil, gas, coal, weapons 

and tobacco in your portfolio, that no company is flagged for human rights, corruption and natural disasters and 

there's much more health care, renewable energy, green technologies. We try to make that super clear and super 

crisp […]. And then you can see in numbers your impact in CO2 reserves avoided, waste production, green 

energy, etc. That comes back to the point and how you communicate this in a single view to customers. […] If 

you can actually say, okay, for you and for the employees, you can make a difference with your money, it doesn't 

cost you a return, look at this nice dashboard, you have an entirely different value proposition. And then maybe 

you have a change. It's a boring topic otherwise. (E2, 55:48) 

Consequently, it is commonly accepted that ESG data is complex (P5), whilst practitioners also agree 

that ESG data allows to decomplexify ESG communication (P6). 

 

ESG managers disagree on what the best strategy is in dealing with companies that are in breach with 

the pension funds’ ESG policies or commitments. The debate, which circles around staying invested 

as an active owner as opposed to divesting from the company, shall serve as an illustrative case for 

how the ESG knowledge tensions influence actual decisions. Generally, all interviewees highlight the 

importance of initially staying invested in companies with problematic ESG issues. That way, the 

strategy is to urge the company management to change their practices or to eventually put forward 

shareholder resolutions. If none of these engagement practices help, the ESG managers unanimously 

voice divestment as a last resort. However, disagreements arise in terms of i) which ESG issues are to 

be regarded as divestment-critical and ii) when engagement should stop, and divesting should take 

place. 
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In the Danish industry, MP Pension generally takes one of the harsher stances, tending to divest and 

exclude to a larger degree than other pension funds resulting in an exclusion list of 153 companies 

(MP Pension, 2020a). The major difference in their divestment strategy as compared to other pension 

funds is that MP Pension has sold its shares in the world’s top ten oil and gas firms. This decision was 

based on research undertaken, that demonstrated that the firms could not meet the Paris climate 

change targets on time due to incompatible business models, showing no signs of transition: “We 

didn't feel like we could push this sector to that degree of compliance with the Paris agreement that 

we have written into our policy for responsible investment” (I2, 16:25). However, it is emphasized 

that this is not a permanent ban, meaning that “if anything changes, we can include the companies in 

our investment universe again” (I2, 16:25). The second Danish pension fund that tends to divest more 

than is the industry-norm is PKA, having 288 companies on their exclusion list (PKA, 2020b). In a 

similar line of argumentation, the pension fund does not want “to be involved in companies that are 

not going to align with the Paris Agreement” (I5, 46:15). Thereby, PKA and MP Pension work on the 

theory of change that, if enough investors divest from oil, gas and coal, “at some point, the cost of 

capital for the company that you’re divesting from will be so high, that you’re punishing them from 

not changing their business strategy” (I5, 46:15). 

In contrast, PFA, PBU, Velliv and ATP have an average exclusion list of 63 companies18 thus generally 

choosing to stay invested in more of the critical ESG cases (ATP, 2020a; PBU, 2020; PFA, 2020c; 

Velliv, 2020a). This corresponds to their stance on divesting from gas, oil and coal companies, posing 

three main arguments against it. First, it is argued that “we still need oil and gas in the near future” 

(I4, 35:57). Second, they do not regard divesting from these companies as a contribution to a more 

Paris-aligned world. Instead, divesting means: “turning your back on the problem. You just sell your 

shares and you are okay, you have a clean sheet, but you haven’t […] done anything to change the 

problem” (I3, 10:03). Third, they hold that through large-scale divesting a pension fund’s performance 

will be “horrible over time” (E1, 04:40), predicting that these pension funds “will have to stop that 

practice because it becomes unsustainable for them” (I3, 40:18). Arguing along these lines, the critics 

of divesting from oil, gas and coal companies align around the argument of fiduciary duty: “For us, 

it’s much more of an investment decision” (I1, 37:01). 

 

18 This number does not include Velliv’s exclusions as they are not publicly available. 
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At an initial glance, the ESG knowledge practices and tensions seem to be of limited relevance for the 

debate around divestment. One interviewee reasons that it is much more about “norms, […] the ways 

you set the standard and that is your own decision basically, rather than failures in data” (E2, 04:39). 

Similarly, it is stated that data is “just a bad excuse” (I6, 06:04). The observation that PKA and MP 

have voluntarily chosen to align their portfolios with the Paris Agreement seems to support this 

argument. However, a closer examination reveals the intricacy in the connection between taking a 

normative stance, e.g. Paris-alignment, and the knowledge that is created and disseminated to support 

this stance. This can be seen by considering which ESG knowledge is referred to in the opposing sides 

of the debate. On the one side, MP Pension and PKA refer to the fact that they have found the 

engagement with the oil and gas sector to be unfruitful. Another interviewee goes a step further and 

maintains that “academia shows that there are no effects of engagement when it comes to core 

businesses” (E2, 16:06). On the other side, the interviewee at PFA holds a fundamentally opposing 

position: “They [investors] have seen it work” (I4, 04:59). 

Thus, the debate around divestment relates back to two central findings that have been presented 

before. Firstly, the debate around oil, gas and coal divestments illustrates the finding that ESG 

managers find themselves in the position of essentially making the decision which knowledge counts 

as legitimate and is therefore used for decision-making (see section 6.2.3). This has been seen with 

ESG managers referring to the contradicting propositions supporting their argument: ‘engagement 

works’ (P7) versus ‘engagement does not work’ (P8). Secondly, however, it seems as if the reference 

to contradicting ESG knowledge cannot fully explain the disagreement. As such, it is noteworthy that 

the critics of divestment from oil, coal and gas also voice arguments based on their fiduciary duty, 

portraying divestment from oil, gas and coal as financially unsustainable and a bad investment decision. 

From an epistemological point of view, it becomes clear that arguments around fiduciary duty play an 

important role in pension funds’ decision-making, given that they are legally mandated to provide 

steady and reasonably high returns to their beneficiaries. That way, the explicit inclusion of financial 

arguments in the creation of ESG knowledge might provide confirmation to the results of section 6.1, 

proposing that the growing legitimization of ESG revolves around the incorporation of the paradigm 

of financial profitability. 

Concluding this chapter, a document analysis as well as the interview data suggested that a multitude 

of factors contributed to the rise in importance and legitimacy of ESG in pension funds. Furthermore, 

a detailed examination of ESG knowledge practices in Danish pension funds suggested that the 
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practical ways of knowledge-creation are coined by a patch-work approach, essentially leaving ESG 

managers with the call about what is considered to be the decisive bits and bytes of knowledge that 

are further disseminated. Following, the interview data was used to suggest that these specific practices 

can lead to ESG knowledge tensions. These tensions concern the areas where there is disagreement 

on whether data frameworks should converge (P1 and P2), whether data improvements are relevant 

for advancing ESG (P3 and P4) and whether ESG communication is and should be complex (P5 and 

P6). Finally, the divestment debate in the case of oil, gas and coal companies served as an illustration 

to these empirical findings, leading to diverging views on active ownership and divestment (P7 and 

P8).  
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7 A SOCIAL EPISTEMOLOGY PERSPECTIVE ON ESG KNOWLEDGE 

The following chapter analyzes and critically assesses the empirical findings from chapter 6 and 

thereby contributes to understanding ESG knowledge and its practices through the lens of social 

epistemology in three steps. In doing so, the concept of collective belief functions as the basis of the 

argument, arguing that a collective belief in ESG’s usefulness as a tool has emerged from a multitude 

of social actors. Consequently, a Foucauldian analysis of neoliberal power-knowledge expands on 

these considerations by posing that, due to this collective belief, ESG knowledge functions as a site 

for power-knowledge in which different societal actors strive to utilize ESG to their advantage. Finally, 

Fricker’s concept of epistemic injustices serves to problematize these power-knowledge dynamics, 

emphasizing that ESG knowledge may be harder or not at all accessible to the critical public as well 

as pension fund members, effectively disadvantaging or even excluding them in the constitution of 

ESG knowledge. 

7.1 ESG AS A COLLECTIVE BELIEF 

In the previous chapter, the actors and information sources were identified, both implicitly present in 

tacit knowledge as well as explicit information sources, such as metrics, media and member inquiries, 

which together shape the legitimization of ESG investments. The findings suggest that ESG has taken 

on a significant role in the investment sphere as well as political and social sphere marked by growing 

data and expertise, greater awareness, an increase in investments and a general increase in financial 

credibility and acceptance as outlined in section 6.1. Referring back to the theoretical foundations in 

section 4.1, viewing collective beliefs as an entity that “asserts itself as an independent force” 

(Bourghelle et al., 2009; Orléan, 2004, p. 173), one of its characterizing features has been defined as 

its self-referential character. Understanding a collective belief as a system of thoughts that is shared 

by social actors and is believed to be believed by all other social actors in that system (Bourghelle et 

al., 2009), in the following it will be analyzed how ESG in Danish pension funds can be viewed as a 

collective belief.  

 

In the previous chapter, ESG has been characterized as an indicator for a transition towards 

understanding sustainable finance as the act of incorporating ESG factors into investment decision-

making on the basis of its effect on risk and return. Here, initiatives and movements in the investor 

space, such as the IIGCC or the UN PRI have introduced more financially-driven justifications, 
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thereby making ESG factors more palatable to initial critics of sustainable finance; whether driven by 

the general opinion that ethics have no place in investment decision-making or a focus on a pension 

funds’ constrained investment opportunities due to their fiduciary duty (Woods & Urwin, 2012). With 

ethical considerations not being part of the traditional investment world, they were perceived as 

‘pioneer’ or ‘outcast’ approaches. ESG, however, is based on a different ontological foundation, 

marking a shift from responsibility grounded in ethical and religious understandings of duty to 

sustainability that suggests a notion of long-terminism and intergenerational equity. That way, ESG has 

become more attractive as it “distinguishes itself from the connotations of ethical investment, which 

we see as generally undesirable from a fiduciary’s perspective” (Woods & Urwin, 2012). This has made 

it possible for ESG to find a place in the institutional investor space as it seems to seamlessly coincide 

with the fiduciary duty of pension funds to care about a long-term perspective and stable return to its 

members. Hence, ESG topics are integrated into the investment context of institutional investors by 

converging towards a shared convention through e.g. ROI or risk narratives. 

Simultaneously, the investment world has been transferred into the social and political world by 

providing a channel through which political agendas and social concerns can be translated into the 

financial world (e.g. the green transition). This way, the narrative of ESG is seen as an effective tool 

that permeates several social spheres and thereby enjoys multiple types of application depending on 

the social context. These application areas can be observed in the findings and classified as the 

following: 

1) ESG functions as a tool for translating corporate governance, social and environmental factors 

into the language of investors and businesses. 

2) ESG is used an indicator for how companies will financially perform in the long term. 

3) ESG is used as a tool for setting standards and creating social awareness through the 

proliferation of information in the public sphere (e.g. in form of the EU taxonomy). 

4) ESG is used as a channel for pension funds to make pensions more interesting to their 

members. 

5) ESG is used as a tool to monitor and drive effective engagement in invested companies. 

6) ESG is seen as a channel to financially support “cultural global norms”, sustainable projects 

or political agendas (e.g. the green transition). 
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Consequently, multiple functions have been ascribed to ESG, that each align ESG in accordance with 

the respective social context and shape how ESG is viewed in the eyes of pension funds specifically 

as well as the wider financial, political and social sphere. While the different social spheres will be 

further analyzed in section 7.2, the following section will focus on the social context of Danish pension 

funds. Seeing collective belief as a disposition for organizing knowledge production as well as creating 

building blocks for the legitimization of behaviors and opinions, it will be outlined how Danish 

pension funds use ESG as an ‘effective tool’ that represents and shapes their collective understanding 

of ESG knowledge and its legitimization practices. 

 

We have observed that an increased awareness, credibility and legitimization of ESG on the basis of 

its financial profitability does not translate into a common consensus on the way it is practiced. The 

findings suggest that there are clearly diverging views on the implementation of ESG investing among 

Danish pension funds as observed in the debate about active ownership and divestment as well as the 

fruitfulness and relevance of ESG data. This is underlined by the ESG knowledge creation practices, 

characterized by differing information sources, subscriptions to different norms and principles or 

arbitrary ways of analyzing data, which result in differing claims on “best-practice” ESG 

implementations and dissemination practices in form of public debates. Recalling these claims from 

section 6.3, we can now collect the following propositions: 

P1: ESG data convergence is desirable.  

P2: ESG data convergence is undesirable.  

P3: ESG data is relevant for decision-making.  

P4: ESG data is incomplete or irrelevant. 

P5: ESG data is complex. 

P6: ESG data reduces complexity.  

P7: Active ownership is effective. 

P8: Active ownership is ineffective.  

So, how do these propositions translate into a collective belief? And if there is one, what are the 

defining characteristics that make it a collective belief rather than an individual proposition? In the 

following, it will be argued that the listed propositions do not represent collective beliefs since they 
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are based on either individual claims or an aggregation of claims. They may thereby be a representation 

of aggregated individual beliefs, however not a collective belief. As outlined in section 4.1, a collective 

belief has two defining features, namely its self-referential nature as well as its anchoring in a second-

order shared belief. 

The practice of ESG has been described as ‘a trend’ or ‘a development’. As the findings suggest in 

section 6.1, this trend is not classified into one single source of origin, but it is in a constant movement 

that influences and redefines itself. While pension funds refer to ESG investing as a trend that they 

jump on and which evolves independently of them, they are also actively contributing to its 

development through integrating ESG knowledge into their investments and engaging in collaborative 

networks, such as the IIGCC. Taking the use of ESG data as an example, ESG managers base their 

decisions on data, which is known to be either unclear, complex or insufficient (P4). Yet, ESG 

investments are legitimized on the basis of this data. While seemingly contradictory, a collective belief 

perspective helps unravel this contradiction: As long as ESG manager E believes that, in the majority, 

members of the group believe that the group G believes in the proposition Q, that ‘ESG data is an 

effective tool for measuring, monitoring and advancing ESG investments’, it can be perfectly 

consistent with the individual proposition P4, that ‘ESG data is incomplete or irrelevant’. Hence, the 

collective belief manifested in acknowledging ESG data as a group represents an autonomy in itself 

and needs not be strictly related back to the opinion of ESG managers or pension funds’ ESG 

departments. Simultaneously, the collective belief shapes a bridge between several fragmented 

approaches, and thereby creates a common ground that unifies doubts about its relevance or its 

effectiveness under the umbrella of collectively committing to a greater purpose, namely its shared 

collective understanding. This way, it refers to an abstract entity, that is the belief in a group’s belief. 

It is upheld because group members are assured that everyone in that group has jointly committed to 

the common belief. Thus, it is not of relevance what the aggregated sum of ESG managers believes 

to be the right approach, data source etc. Rather, what matters is how a common belief in ESG is 

upheld, despite the noticeable lack of universally accepted approaches and practices. 

Some authors have put forth that the main barrier to ESG integration is the absence of a collective 

belief about its relevance across the financial community, supposedly “obstruct[ing] the emergence of 

new methodologies and perspectives of evaluating companies and making investment decisions” 

(Bourghelle et al., 2009, p. 9). However, in a more nuanced conclusion it could be argued that there 

exists a strong collective belief in the relevance of ESG through a multitude of collectively shared 
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understandings that each use ESG as a legitimization tool in their own way. Acknowledging that ESG 

approaches differ, we conclude that this exact absence of a unified approach is the major driver for 

the formation of a collective belief among Danish pension funds, which has facilitated discussions 

about its legitimacy and further development of ESG practices. This will be outlined in the following. 

 

Defined by increasing interaction among institutional investors, ESG in Danish pension funds has 

converged towards peer-led and collective structures through networks and coordinated actions. 

These could be seen as a response to uncertainty about the effectiveness and relevance of individual 

ESG approaches. Thus, rather than already sharing a common belief in best-practices or common 

standards, initiatives and networks become the foundation for signaling a joint commitment to a 

collective belief, which ensures that certain propositions are believed among the actors subscribing to 

the initiatives. As such, one may believe in the claim that divestment is not effective. Yet, with a 

committed number of institutional investors, as is the case in the IIGCC, sharing the belief that 

divestment is effective, it becomes a very effective tool. Similarly, as seen in section 6.3, engagement 

of pension funds can become effective when practiced collectively as it provides them with more 

financial power. Additionally, these networks do not only increase the effectiveness through more 

coordinated actions. They also increase pension funds’ ability to define the discourse as through an 

increase in professional groups pension funds are in a position to shape and collectively commit to 

ideals and norms. 

This commitment is also observable in the ESG knowledge dissemination practices of pension funds. 

With various reports, published every year, steps are documented to justify decisions on certain 

sustainable investing strategies. This is described as a “meeting of minds” (Woods & Urwin, 2012) 

that can be seen as an attempt to transparently articulate and test whether an investment belief proves 

right or wrong and whether practices are consistent with the committed beliefs (Gray, 2009). Thus, 

although we acknowledge that “the nature of the collective beliefs remains confused and portrays a 

diffused perception” (Dumas & Louche, 2016, p. 450), we do not understand this as an impediment 

for practicing ESG, as its very nature brings forth joint commitments that signal a mission to clarify 

and legitimize ESG in the financial environment of large-scale investors. 

Concludingly, one defining characteristic of ESG as a collective belief lies in its abstractness and 

uncertainty. Rather than a specific claim, it is a set of working assumptions about the investment world 
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(i.e. other Danish and global pension funds) and predictions about the effects of developments and 

trends of ESG investments in social, economic and political spheres. The findings show that there is 

a shift that goes further than creating positive correlations between ESG investing and financial 

profits, focusing much more in detail on the effects of specific implementation instruments such as 

active ownership or divestment through the engagement in networks. This way, the collective belief 

of ESG as an important tool for pension funds reinforces current practices in using ESG data and 

engaging with companies, while at the same time the current mutually accepted practices reinforce the 

collective belief in its effectiveness. Thus, we see the engagement in these networks as a commitment 

to a collective belief system, that is defined by shared interpretations that extra-financial factors, such 

as ESG factors, are an important tool for monitoring and engaging in companies if practiced 

collectively within the institutional network. 

7.2 ESG AS A SITE FOR POWER-KNOWLEDGE STRUGGLES 

Building on the collective belief shared among Danish pension funds that ESG data is an effective 

tool, this chapter attempts to analyze the power dynamics that underpin Danish pension funds’ ESG 

engagement. In doing so, Foucault’s concept of power-knowledge firstly serves to structure the power 

struggles that are inherent in creating and disseminating ESG knowledge. Secondly, it is argued that 

within this web of agents seizing power through knowledge, Foucault’s notion of neoliberal 

governmentality helps to explain why certain power-knowledge moves are more successful than 

others. 

As elaborated in section 4.2, Foucault understands knowledge and power as inextricably connected. 

In creating knowledge, he argues, social groups assert their power over alternative conceptions of 

reality. Vice versa, it is through the ability to exercise power over others that certain representations of 

knowledge are accepted as knowledge and consequently reproduced, commented, and disseminated. 

Hence, “it is not possible for power to be exercised without knowledge, it is impossible for knowledge 

not to engender power” (Foucault, 1980, p. 52). Chapter 6 has demonstrated how intimately 

knowledge is connected to the topic of ESG. Not only can the increase in high quality data be seen as 

one of the main drivers for legitimizing ESG, but the findings also illustrate how knowledge-intensive 

pension funds’ current ESG practices are. Indeed, the interviewees confirmed that this position of 

knowledge combined with the vast amounts of capital enables pension funds to play a powerful role 

in the transition to a more sustainable economy. Through having access to a plethora of data sources, 
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pension funds are empowered to base their investment decision on countless supporting pieces of 

information. However, it also became clear that these decisions cannot be made completely 

autonomously. Quite the opposite, it was emphasized that ESG managers find themselves in the 

position to make the call in reconciling conflicting interests, e.g. with regards to ESG versus their 

fiduciary duty. 

 

At this point, based on the observations in the previous section on collective belief, it is crucial to 

notice that the concept of ESG transcends the boundaries of the financial world. In collectively 

believing in its effectiveness, a multitude of social actors and groups employ ESG as a power-

knowledge tool that is supposed to serve specific interests of a group depending on its shared 

collective belief. To begin with, the interview data showed that pension funds utilize ESG knowledge 

in order to secure steady long-term returns and meet their fiduciary duty. Leveraging ESG knowledge 

as an instrument of fiduciary duty induces power effects on two ends. On the one hand, it grants 

pension funds the power to assess critical ESG issues, for instance when an NGO alleges a specific 

company of human rights violations (see section 6.2.3.1). On the other hand, it also empowers pension 

funds to legitimize the consideration of societal concerns in the financial world, otherwise mostly 

characterized by the variables of risk and return. While non-commercial pension funds cannot justify 

profits beyond this fiduciary duty, commercial pensions additionally use ESG knowledge as 

competitive advantage, as has been seen in the observation that it is hard to win a company pension 

plan without offering a sustainable product. In doing so, these pension funds effectively use power-

knowledge in the form of ESG in struggling with their competitors. 

However, the commercial space consists of more actors that use ESG as a site for power-knowledge, 

having a vital interest that ESG knowledge works in their favor. For example, ESG data providers, 

such as MSCI and Sustainalytics, have made ESG knowledge their core purpose and are thereby 

particularly interested in being able to promote that specific kind of ESG knowledge which evidently 

helps financial profitability. This is illustrated by the downfall of KLD’s value driven ESG research 

approach and its replacement with a financially driven approach from its acquirer MSCI (see section 

6.1.1.2). Linking ESG knowledge to profitability is used as a power-knowledge tool over competing 

data providers, particularly those with a value driven methodology. Furthermore, companies, whose 

performance is measured and assessed according to specific ESG indicators, find themselves in the 

tension of having to live up to increasing reporting burdens on the one side and the opportunity for 
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new sources of capital on the other side. Here, the particularly smaller companies strive for ESG 

reporting indicators that are feasible to integrate in their organizational processes (see section 3.1.3). 

Thus, for them, ESG knowledge should not be overly complex and resource demanding. 

In the public space, governments have discovered how to utilize ESG knowledge on their parts. As 

has been the aim of documents such as the EU Action Plan for Sustainable Finance (European 

Commission, 2018) and the EU taxonomy (EU Technical Expert Group on Sustainable Finance, 2020), 

state efforts have increasingly focused on framing ESG knowledge in a way that enables a capital flow 

from the private sector to support publicly desired yet underfinanced goals, such as the SDGs or the 

Paris agreement. As such, regulators have a vital interest in ESG knowledge that provides an 

instrumental link to political goals such as a reduction of carbon emissions or the construction of 

sustainable infrastructure. Here, the successful use of ESG knowledge thus induces political power 

effects, for example through referring to the reduction in carbon emissions in light of new elections. 

Finally, NGOs, the media as well as critical members of pension funds have found ESG knowledge 

to be a power-knowledge instrument that can work in their favor. For them, ESG serves as a channel 

for public pressure on the alignment with extra-financial norms and standards, such as the Paris 

agreement or international human rights. Here, ESG knowledge is valuable not because of its link to 

profitability or political goals but for the mere sake of putting critical social or environmental issues 

on the agenda of powerful financial players. 

Consequently, it can be argued that ESG is a site of power-knowledge in which different actors, all 

connected to each other in a web of interdependencies, strive to utilize ESG knowledge in order to 

advance their interests. While they are not necessarily utilizing ESG knowledge in order to exert power 

over each other, their interests can collide: a definition of ESG knowledge that provides a clear link 

to political goals (e.g. the reduction of carbon emissions) may not be desirable from the perspective 

of smaller companies, which cannot afford an expensive consultancy for calculating their carbon 

footprint. Similarly, ESG knowledge’s link to profitability may be instrumental to financial players, yet 

the financial profitability argument can work against norms-based interests of NGOs. Shifting the 

focus back to Danish pension funds, it also becomes clear that these find themselves in an eminently 

important position in this web. For one thing, this is due to their unmatched financial power which 

can induce strong material effects. Since they decide (directly or indirectly through their asset 

managers) where the capital is deployed, all other actors have an interest in pension funds having a 

conception of “true” ESG knowledge that works in their favor. NGOs want to push pension funds 
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to align with norms, state actors see pension funds as instrumental to financing their political goals, 

ESG rating providers want pension funds to use their services and companies want pension funds’ 

access to capital without many additional reporting burdens. For another, their position in the web of 

actors struggling for power is one that grants them access to ESG knowledge which, in its scope and 

granularity, is not available to any other actor. As a consequence, the findings in chapter 6 have shown 

how this enables Danish pension funds to engage in the public debate, promote their theories of 

change and finally shape the regulatory guidelines that determine the course of their own industry19. 

This way, pension funds’ creation of ESG knowledge can contribute to “play[ing] a role in the 

maintenance of the status quo and the affirming of current power relations” (Mills, 2003, p. 72). 

 

Conceptualizing ESG as a site for power-knowledge struggles offers enlightening explanations 

towards why the ESG knowledge tensions identified in section 6.3 persist. The first tension concerned 

the question whether a convergence around a specific framing of ESG knowledge would help the 

advancement of ESG as a practice. Taking the angle of power-knowledge, it becomes apparent that 

diverging answers to this question correspond to whether a convergence of data frameworks would 

work in one’s interest, i.e. one’s personal interpretation of what is important. Thereby, it can be 

explained why, from a financial viewpoint, it is highly desirable to “cut through the noise” and instead 

focus on those ESG variables that evidently influence either return or risk. In opposition to that, 

NGOs and the critical public would want ESG knowledge to converge around frameworks that 

demonstrate portfolio-alignment with global norms such as the Paris agreement. The second tension 

arises from the disagreement whether data improvements are actually crucial for advancing ESG 

assessments. Just like before, diverging stances are vastly due to the social context one is arguing from. 

Seen from the perspective of a financial analyst, having the complete picture over human rights issues 

in a specific company over the last 30 years is not relevant to forecast future expected performance. 

For NGOs and the critical public, however, this data is of value in order to make normative 

assessments about the quality of the ESG engagement in specific companies. The third tension regards 

differing opinions about whether ESG communication is complex. Given that ESG is deeply 

permeated by a financial language, it becomes obvious that power-knowledge is at play. While ESG is 

 

19 For example, this can be observed in the involvement of pension funds in the development of the “Vejledning om Ansvalige 
Investeringer”. More examples can be found in section 6.1. 
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less complex to people who are well-versed in the financial sphere, it seems highly complex as judged 

from a perspective in which “listed equities”, “segregated mandates” and “proxy voting” cannot find 

a place in shared interpretations as they do not belong to the everyday-vocabulary of these social 

contexts. 

Summarizing, a power-knowledge perspective on ESG in Danish pension funds as well as its related 

ESG knowledge tensions enables an analysis of power struggles, in which multiple social groups aim 

to utilize ESG knowledge and its framing in order to pursue the respective social understandings of 

what counts as valuable or worthy of being accounted for. However, the question remains which 

factor decides over what representations of ESG knowledge are finally accepted and reproduced. 

 

In order to answer that question, we will return to Foucault’s notion of governmentality and 

neoliberalism as elaborated on in section 4.2. In Foucault’s argumentation, a conception of power that 

is exercised by single powerful actors (e.g. “the government” or “the corporations”) over other, 

powerless groups or classes (e.g. “the workers”) is a simplification of its mechanisms (Gutting & 

Oksala, 2019). Instead, one must look for the modes of rationality that structure a society, the 

institutions and authorities that operate on these modes of rationality and engender an épistèmé, in 

which statements of a certain domain are ordered in “true” and “false” according to this very 

rationality (Foucault, 1980, 2008). The underlying rationality that Foucault identified to be present in 

today’s society is neoliberal governmentality which thus shall serve as an analytical tool going forward. 

Accordingly, the following remarks are not aimed at identifying the presence of neoliberal 

governmentality in Danish pension funds, as this would be a trivial analysis in regard to their status as 

financial actors that are legally mandated to provide a return on their investments. Neither is it the 

goal to criticize neoliberal governmentality and its power-knowledge effects in this context. Instead, 

the concept is employed for its explanatory and analytical power, helping to see why certain 

representations of ESG knowledge are considered to be true and others are not. 

Referring back to the increased legitimization of ESG through its adaptability to mainstream finance 

(see section 6.1) and pension funds’ power-knowledge position (see section 7.2.1), it can be argued 

that neoliberal governmentality orders the truth of ESG statements according to their market 

rationality. In doing so, the following paragraphs argue that the ordering principle of the market, 

competition, is applied to spheres that are naturally ordered according to alternative principles, i.e. the 
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environmental and social sphere of human activity. This can be illustrated with the debate about 

divesting from oil, gas and coal companies. As has been pointed out in the previous section (see 

section 7.1), there are two conflicting propositions (P7 and P8) stating that either divestment from or 

active engagement with these companies is the effective pathway to change. Here, two things are 

crucial to notice. Firstly, both approaches are compelling theories of change. In the one approach, 

change is induced through increasing the cost of capital, making unsustainable business models 

virtually unappealing. In the other approach, change is induced through exercising pressure on the 

management with the ultimate threat of undermining their positions through counter-voting at AGMs. 

Secondly, both theories of change fundamentally depend on collective action and thus also on a 

collective belief – neither divestment nor engagement can be effective if only practiced by few minority 

shareholders. Thus, in essence, the two approaches are very similar in the way they work. However, 

the pension industry’s collective belief heavily aligns around framing divestment as vastly ineffective, 

while engagement is propagated as an effective tool for change. 

In that regard, Foucault’s notion of neoliberal governmentality offers some explanatory power. The 

difference between the approaches is that while the divestment approach requires pension funds to 

exclude companies from their investment universe, the engagement approach does not. On the one 

hand, this is in line with the Modern Portfolio Theory by Markowitz (1952) who was strongly 

influenced by the father of American neoliberalism, the Chicago School of Economics. On the other 

hand, it also allows pension funds to benefit from the current profitability of oil, gas and coal 

companies, thus serving their legally mandated fiduciary duty. Thereby, neoliberal governmentality 

essentially orders ESG knowledge by its alignment with market rationality, confirming and further 

propagating propositions that apply the market principle of competition to extra-financial domains. 

While engagement with oil, gas and coal companies is labelled to be an effective approach because it 

– next to providing a compelling theory of change – fosters profitability and maintains the ability to 

financially compete with other pension funds, the divestment approach is incompatible as it leads to 

a reduced ability to compete and is therefore not rational according to neoliberal governmentality. In 

doing so, the environmental and social domains become instrumental to the functioning of the 

economy – ESG concerns gained legitimization through their applicability to satisfying fiduciary duty. 

In an epistemological sense, “true” ESG knowledge is therefore essentially constituted by the fact that 

it serves profitability. In contrast, an épistèmé that operates on neoliberalist governmentality can hardly 

engender forms of ESG knowledge that are as incompatible to market rationality as large-scale 



 

88 
 

divesting is. If so, then only by justifying it according to the market rationality, e.g. by arguing that 

lacking divestment will lead to a carbon bubble20 which would destroy at least 2.5 % to 3.4 % of 

European pension funds’ value (The European Green Party, 2015). 

Indeed, the interview data also supports the observation that states are active promoters of an ESG 

knowledge that is ordered and made pertinent according to whether it is in line with the market 

rationale. Through issuing guidelines that promote market-compatible solutions (e.g. 

Erhvervsstyrelsen, 2018), reporting requirements for companies (e.g. European Union, 2014) as well 

as taxonomies on what can be termed sustainable (e.g. EU Technical Expert Group on Sustainable 

Finance, 2020), Western states perpetually promote market solutions to sustainability problems by 

making quantitative measurability easier for large-scale investors. Compatible with Foucault’s finding 

that neoliberalism requires constant state intervention, the interview data highlighted the fact that the 

Danish state subsidizes green infrastructure projects in order to attract private capital to desirable 

public projects (E1, 38:45). This way, sustainability is made competitive in cases where it would not 

naturally appeal to market actors. 

In summary, this chapter suggests that, from a Foucauldian perspective, ESG knowledge is a site for 

power-knowledge struggles, in which several actors pursue their individual interests through utilizing 

ESG knowledge to their advantage. In this web of power-knowledge struggles, pension funds appear 

to exhibit a powerful position, since they have access to more data than any other actors, sit on large 

amounts of capital, and, at the end of the day, make the call on which ESG knowledge they act upon. 

Following, it has been argued that these judgements are ultimately ordered through neoliberal 

governmentality, putting a strong focus on the instrumentality of ESG to financial profitability. This 

helped explaining the preference of certain theories of change over others as well as the need for 

continuous intervention by the state. Finally, it is a reasonable assumption that the ordering of truth 

in ESG according to neoliberal governmentality could, if collectively committed to and practiced, 

produce material effects of power. While it is hard to pinpoint the immediate effects of institutional 

investing, the following section aims at problematizing certain parts of the way the current power-

knowledge dynamics function. 

 

20 A carbon bubble is an assumed overvaluation of fossil fuel assets resulting from their incompatibility with climate targets. 
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7.3 ESG AS A SOURCE FOR EPISTEMIC INJUSTICES 

Drawing on Fricker’s concept of epistemic injustice, the following paragraphs outline how the way in 

which ESG power-knowledge works under the rationality of neoliberal governmentality could lead to 

discriminatory injustices. As hinted before, the empirical findings of this thesis do not deliver clear-

cut evidence that these effects are of a real and material nature. Rather, the data allows careful 

deliberations about how these epistemic injustices could arise in the current power-dynamics at play. 

Referring back to section 4.3, epistemic injustices arise through the coupling of an epistemic dysfunction 

(e.g. by misjudging a speaker’s credibility) with an ethical misconduct (e.g. undermining the speaker’s 

capacity as a reasoning subject) (Fricker, 2007). These injustices can take two forms. Firstly, testimonial 

injustices occur if prejudices that affect social groups lead to the systematic discrimination of their 

capacity as epistemic subjects. In the context at hand, the patch-work approach employed by Danish 

pension funds to gather and cross-check epistemic propositions could on the one hand be considered 

a good methodology to prevent the occurrence of systematically integrated prejudices towards certain 

social groups. On the other, it may be argued that we can observe a social ordering through a collective 

understanding of what counts as credible ESG knowledge, by favoring particular groups over others. 

Secondly, this may cause hermeneutical injustices, that limit social groups in their capability to create 

a collectively shared understanding and adequately experience their social environment (Fricker, 2007). 

In the following, an outline of possible argumentation strands for the potential injustices incurred 

from the epistemological practices will be put forward and discussed. 

 

First, it may be argued that, given that both financial and epistemic power are located in predominantly 

Western urban environments, knowledge creation that is situated in the context of developing 

countries can easily represent a blind spot of the current power-knowledge dynamics in form of a 

testimonial injustice. One way of looking at the incurred injustice could be to zoom in on potential 

material observations and implications. 

As such, one could refer to the fact that financial control is polarized in urban decision centers of 

developed states, showing that 50% of all global financial assets can be geographically traced back to 

financial hotspots, such as Beijing, Tokyo, New York, London and Paris (Lagoarde-Segot & Paranque, 

2018). Diving into pension funds more specifically, one may observe that the popular network IIGCC 
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only “represents 16 countries” (IIGCC, 2020) based in Europe – where, notably, the ‘representation’ 

refers to the member base of the network (i.e. institutional investors), not the invested companies or 

other social actors. A last glance at global initiatives, such as Climate Action 100+, would point out that 

their “steering committee draws from five regions” (Climate Action 100+, 2020), listed as “Asia, 

North America, Australia/New Zealand and Europe and Global” – where ‘Global’ appears to 

subsume anything else that is not covered by the other four mentioned regions, and thereby quite 

forwardly indicates who is given the epistemic authority in the steering committee. 

The scope of this research, however, does not allow to further explore the character and possible 

material effects of these decision centers. Consequently, our research does not provide us with the 

foundation to argue that a Western-located discourse systematically excludes contributions from e.g. 

non-Western communities on the basis of their geographic location. Yet, what can be said is that, 

whether consciously or not, these decision centers prescribe a language, in terms of definition and 

terminology, that determines an epistemic standard for the way knowledge contributions on ESG 

should be expressed. 

 

Understanding language as an expression of beliefs and collective understandings, Fricker (2007) 

emphasizes its power to pertain and shape which styles of articulation are respected and seen as 

authoritative. This line of argumentation allows some interesting insights. First, one could argue that 

through the provision of a common language, as argued in section 7.1, a common “cognitive context” 

(Lagoarde-Segot & Paranque, 2018, p. 84) is created that enables social actors to communicate and 

understand one another. This, however, comes with the effect of establishing power relations by 

granting certain claims that satisfy the epistemic standard more authority than others (see section 7.2). 

In a broader perspective, this could be seen in words and acronyms of the financial language, such as 

‘ROI’ (return on investment) or ‘EVA’ (economic value added) that reflect and simultaneously shape 

standardized practices (Lagoarde-Segot & Paranque, 2018). In regard to ESG knowledge, this language 

has been expanded to terminology like ‘severity scores’, ‘climate-related financial disclosure’, ‘carbon-

intensity’, ‘LTI’ (lost time injury) or ‘EVG&D’ (direct economic value generated and distributed) 

(World Economic Forum, 2020). Even further, the rise of data analytics providers underlines the 

power of creating a certain terminology, with MSCI describing themselves as “facilitat[ing] 

communication on ESG performance with other market participants“ (MSCI ESG Research, 2020, 
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p. 7). In fact, MSCI has been recognized as a “Gold Standard data provider for leading ESG Ratings 

and Research” in 2019 (MSCI ESG Research, 2020, p. 18). With a focus on the implications of 

hermeneutical injustice, one could thereby point to the harmful effects of being excluded from a 

collective understanding by not being able to participate in shaping the discourse and subsequently 

being left with having “ill-fitting means” (Fricker, 2007, p. 148) to express oneself.  

In application to the use of standards and a common taxonomy, it must thereby be discussed how 

non-dominant actors, such as companies without means for ESG reporting or social groups who do 

not have access to or are not acquainted with the terminology can ever understand and speak this 

language, or even participate in shaping it. One way of going about this may be initiatives, such as the 

Task Force on Climate-Related Financial Disclosure (TCFD) that represents an industry-led taskforce with 

the mission to provide recommendations for companies to disclose information on climate-related 

risks. The established set of recommendations, also called ‘common set of principles’, offers methods 

for standardized financial climate-related disclosures to help companies understand “what financial 

markets want from disclosure […] and encourage firms to align their disclosures with investors’ needs” 

(TCFD, 2020). Yet, a quick glance at the member organization in Figure 10 leads one to think of a 

certain domination of the discourse by large Western corporations again, leaving the reader with the 

question of whether small companies have the organizational and financial resources to provide these 

measures (Drempetic et al., 2019). 

 

Figure 10: Overview of the Member Organizations of the TCFD. Source: (TCFD, 2020) 

On an epistemological level, it opens up the question how one can adequately express their epistemic 

goods (e.g. climate-related disclosures), if it can only be expressed by putting it into a language that is 

based on the epistemic goods and social context of others. 
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7.3.2.1 THE DANISH PENSION FUND CONTEXT – NGOS  

In that context, a more detailed focus on NGOs represents an interesting topic for discussion. 

Particularly human rights issues often regard individuals who are not able to effectively speak up for 

themselves. As a consequence of this vulnerability to experiencing testimonial injustice, NGOs 

function as their representatives in the power-knowledge struggles around ESG investing, thus being 

crucial actors for just epistemological systems. 

However, in two instances in the identified power-knowledge dynamics it can be argued that there is 

danger that the discriminatory effects of hermeneutical injustices occur towards NGOs. Firstly, if 

NGOs are essential for representing specific epistemic subjects, the unequal access to knowledge 

between pension funds and NGOs can effectively stop NGOs from providing the “checks and 

balances” that secure the influence of all interests in the production of ESG knowledge. As one 

illustrative case of this, the WWF released a report at the COP24 in December 2018, assessing to what 

extent European asset owners’ portfolios (with a focus public equities and corporate bonds) are 

aligned with the Paris agreement21, thus directly tracing investments back to a commitment by the UN 

member countries to a target of average temperature increase. Yet, only 33 of the 88 targeted asset 

owners participated and disclosed reports on their climate-alignment, hampering WWF in their 

methodology of aligning financial activities with the Paris climate goals (WWF, 2018)22. Thus, if 

“pension funds sit on data that no one else has access to”, resulting in a “massive information gap” 

(E2, 35:52) for NGOs and journalists, then not only specific social groups are excluded but so are 

their ‘lawyers’ in the form of NGOs. Secondly, the effects of this information gap are arguably 

worsened through the recent developments in the legitimization of ESG. If, as has been argued in 

section 6.1.5, the norms-based responsible investment approach has more and more been replaced by 

a finance-based ESG approach, NGOs now find themselves with lesser epistemic authority. Since 

truth in ESG knowledge is ordered according to its alignment with neoliberal governmentality (see 

section 7.2), ESG knowledge that is contributed by NGOs is of lesser significance if it cannot show 

its relevance for profitability. In contrast, in norms-based responsible investing, NGOs may have more 

authority than for instance commercial ESG data providers. Consequently, a discrimination of social 

 

21 This assessment was based on a methodology developed by the Sustainable Energy Investment Metrics (SEIM) 

consortium, measuring the climate alignment of public equity and corporate bond portfolios by comparing them with 
different climate scenarios. The interested reader is referred to the full report here: Report WWF. 
22 As a small pat on the shoulder, it can be mentioned that Nordic asset owners are reported to represent a leading example 
of climate transparency and willingness to disclose the climate alignment of their investments. 

https://d2ouvy59p0dg6k.cloudfront.net/downloads/3118_wwf_climate_alignment_of_asset_owners_energy_portfolios_report_12_lr.pdf
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groups qua social type can arise, as the information to access is unequally distributed and as an epistemic 

focus on financially relevant ESG knowledge disadvantages social groups which cannot properly 

comprehend and express their epistemic contributions in financial terms. 

7.3.2.2 THE DANISH PENSION FUND CONTEXT – ESG MANAGERS AND MEMBER INTERACTION  

Zooming in on the members of Danish pension funds provides a further illustrative example of how 

a social group could be excluded from adequately articulating its opinions and contributing to the 

language that is spoken, thus potentially resulting in a hermeneutical injustice.  

As has been mentioned, some ESG managers do not perceive ESG knowledge as something with 

great inherent complexity (see section 6.3.3). The beforementioned common terminology and ‘gold 

standards’ have equipped ESG managers with a common ground for understanding each other and 

legitimizing their arguments and decisions. As such, in the process of guiding us through their ESG 

knowledge process, one interviewee presupposes a high degree of tacit knowledge on their 

terminology: 

You can see that it's a prioritized company, you can see that the risk rating is yellow, and it's 64 from zero to 100. 

And you can look up case studies, engagement activities. You can also see here if the dialogue concerns a breach 

of the Global Compact. You will see what was discussed, what are the main themes that were discussed. Okay. 

So, it has, you could say, controversies related to labor rights, governance, human rights, its lowest flag is orange, 

you have this green to red again and the lowest score is one of 10. And then you can look up ESG controversies 

and you can, again, divided on E, S and G you get a whole lot of different issues, controversies. So that's relatively 

detailed. And you can see that there are often also sources. (I3, 21:37) 

While a reference to the different classifications, scales and traffic-light rating systems may have some 

intuitive character, this common ground may easily become highly uncommon to someone outside of 

the social context of ESG professionals. It is arguably ambitious to demand that every epistemological 

practice should be intellectually accessible and understandable to any social group. Yet, we argue that 

a certain sensitivity towards situations in which we lack shared concepts of understanding, where a 

subject’s or group’s contextual parameters have not been adequately attuned to the social context of 

the speaker, as recommended by Fricker, help to carve out and demarcate the different reasoning 

patters that underly certain collectively shared beliefs (i.e. the belief that ESG data is an adequate 

measure for assessing ESG performance). 
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In applications to our research project, this is supported by the observation that while the decision 

not to divest might make perfect sense for somebody in a finance context, this way of arguing may be 

ill-understood without knowing about the particularities of owning a listed stock. Whereas discussions 

among whether to divest from e.g. oil companies (as seen in section 6.3) are rooted in shared 

conceptions of theories of optimal portfolio allocations (Markowitz, 1952) as well as the separation of 

ownership and control (e.g. Fama & Jensen, 1983), the majority of members may not be able to access 

these shared understandings. Instead, they root their argumentations in more commonplace moral 

considerations, as represented by recent discussions on stock holdings by Lærernes Pension: "I cannot 

stand in for investments in these kinds of businesses, neither as a teacher nor as a human being" 

(Danwatch, 2020). In this conception, holding a stock of a company with critical ESG issues generates 

a sense of immediate individual responsibility. Without means of accessing intricate financial theories 

including their innate language, members are ultimately left with ill-fitted common understandings. 

This can lead to the paradoxical situation where it is the members’ pension assets that enable 

engagement with ESG-critical companies, yet, this happens on the basis of a language and commonly 

shared understanding that they cannot access and (at least partially) disagree with. Interestingly, when 

recalling Frickers conception of epistemic injustice as transgressing into social and political structures, 

it becomes apparent that in the Danish pension fund context, a classification of actors into members, 

NGOs, companies etc., in fact permeates several social spheres. As such, with a narrow lens on Danish 

pension funds, actors are here identified with the assigned classification in the pension fund context, 

yet, on a broader societal level, may represent a multitude of social groups (i.e. pension members may 

most probably do not all belong to the same social group). Thus, the credibility assigned to the actors 

such as members, NGOs and companies, represents a classification on the basis of their role and 

relevance in the Danish pension fund context, and not the wider society. That way, it cannot be argued 

that a certain actor is discriminated in a broader societal context per se. Yet, in the context of Danish 

pension funds, it can be observed how these authoritative structures define which styles of reasoning, 

articulating and contributing to the knowledge pool are recognized as rational and contextually 

appropriate, and which are not. 

Concludingly, this chapter suggested that ESG’s rise in importance and legitimacy is amplified by the 

collective belief in its usefulness which at times stands in stark contrast to individual assessments of 

how much of an effective tool it essentially is for measuring, monitoring and enhancing the actual 

ESG performance of investments. This rise in importance and legitimacy ultimately renders ESG 
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knowledge an attractive site for power-knowledge struggles. While e.g. NGOs aim to utilize ESG 

knowledge for fostering and monitoring alignment with global norms (as seen in the case of WWF 

assessing asset owners’ climate alignment), financial actors such as pension funds aim to use ESG data 

to enhance financial performance of their portfolios while simultaneously contributing to the green 

transition. However, in living up to their fiduciary duty, it is ultimately a neoliberal governmentality 

that structures decision-making in pension funds. As such, ESG knowledge that is aligned with a 

market rationality is deemed to be “true” – other ESG knowledge, e.g. a portfolio-alignment with the 

Paris agreement, is deemed to be methodologically questionable and of doubtable relevance or impact. 

Thus, on a broader level, it is a central finding of this thesis that ESG knowledge is – in line with 

Foucault’s thinking – not impassionate but works in the interest of specific groups. On this basis, it 

has been argued that the language that ESG knowledge is framed in as well as the unequal access to 

ESG knowledge could potentially incur epistemic injustices towards the critical public and pension 

fund members. While authors have noted that these developments create a world where “anything 

that that cannot be expressed in monetary terms in regarded as having no social value”(Lagoarde-

Segot & Paranque, 2018, p. 85), our findings do not allow us to take an equally radical position. Rather, 

they call for a more nuanced approach that acknowledges the existence of authoritative structures 

which influence epistemic standards for credibility judgments.  
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8 DISCUSSION 

Departing from the previous analysis, a central point that still needs to be discussed is why and how 

it would actually be problematic if ESG aligned with a neoliberal governmentality and ESG knowledge 

worked in the interest of financial actors like pension funds. After all, one could argue that ESG is a 

concept that originated with the intent to channel more capital from financial actors into social, 

environmental and governmental projects by making these more financially attractive to investors. 

This has been the declared aim of UN-based initiatives such as Financing for Development (FFD) or the 

UN PRI among others (PRI, 2020a). ESG is thus first and foremost targeted at investors and is 

supposed to convince these of its usefulness through improving the ability to compete and generate 

steady long-term returns. Yet, this intended movement is accompanied by and supported through the 

datafication of sustainability, where qualitative subjects such as human rights or diversity are made 

measurable and comparable in order to construct a link to portfolio risk and return. As has been 

argued in chapters 6 and 7, state actors actively support this movement in order to attract more 

instrumental financing towards sustainable development. In that sense, the datafication of 

sustainability may be seen as the consequence of neoliberal governmentality aiming to provide market 

solutions to non-market domains. In the following sections, it will be argued that the datafication of 

ESG knowledge could undermine the assessment of critical ESG cases, before the role and impact of 

pension funds as social activists will be (re)assessed. 

8.1 THE DATAFICATION OF SUSTAINABILITY 

The interview data suggests that in the process of the datafication of sustainability some information 

tends to get obscured. In one interview situation, an ESG manager discovers, in the process of 

introducing us to their ESG data platform, that their own proxy-voting provider has voted down a 

shareholder resolution at Shell’s AGM to set binding carbon emission reduction targets without 

providing a justification for it. In a moment of confusion, he struggles to come up with an explanation:  

It's probably too... it's something that Shell already does. And they don't... They probably think the shareholder 

proposal is too prescriptive and they feel that Shell is already moving in the right direction and setting some 

reasonable goals. So, they have decided to vote against that shareholder resolution. But yeah, normally it should 

say why they... (I3, 50:27) 

Another interviewee describes how specific data points lose salience through data aggregation and the 

varying methodology of ESG data providers: 
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Sometimes some of these companies will fly under the radar because they're not bad enough in a lot of different 

aspects, but it's not like they're not [bad]. […] I think we saw that as well in the mining company, Glencore, 

where we also looked at it, like ‘this company is terrible on so many different, different factors’. But it's not. It's 

not one of the things where it just goes completely off the charts, where people actually died in the mines. I 

mean, this is just to say that some companies will actually be able to fly under the radar because of this ESG 

scoring system, because it's an aggregate score. And you if you rely completely on an aggregate score, then you 

won't look at the specific steps underneath it. So, it may be like they'll have a 10 in the severity score on a lot of 

social issues. But if they have a very nice environment program, then their overall score will be weighed down 

and then they won't be excluded. (I5, 32:34) 

These situations illustrate that the process of datafication of sustainability can lead to unintended 

outcomes since ESG decisions are usually made on high levels of abstraction in order to be able to 

manage an entire portfolio. In doing so, single issues can get lost in methodologies such as aggregate 

scores or just in the sheer size of decisions ESG managers have to make themselves or monitor. While 

this is evidently problematic, the interviewees are aware of this problem and, as described in section 

6.2.3, value critical input from NGOs, the media or members to mitigate these effects. 

However, the analysis in chapter 7, indicates how a further datafication of ESG factors may effectively 

undermine this very approach. If NGOs and media have a limited ability to critically question the ESG 

decisions of pension funds due to their limited access to data, and if members are excluded from the 

epistemic debate through the inability to argue in an ESG jargon based on a multitude of financial 

theories, then these groups cannot provide their corrective function to the datafication of 

sustainability. As a consequence, a methodological tension arises: Whereas a full use of advancements 

in technologies such as big data accelerates and arguably improves the ESG knowledge of pension 

funds, the public is increasingly less able to critically evaluate this process of datafication. It might be 

argued that more and more sophisticated methodologies could render this function superfluous at 

some point in the future. However, based on current findings of this project, the involvement of the 

critical public is fundamental to dealing with all sorts of biases and unintended consequences of the 

datafication of sustainability. 

8.2 PENSION FUNDS AS ACTIVISTS 

If one problematizes the effects of the datafication of sustainability as a consequence of a neoliberal 

governmentality in pension funds, a second line of discussion implies posing the question of how 

much activism one can reasonably expect of pension funds in the first place. That is to say, how much 
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leverage do pension funds as financial actors actually have in fostering sustainable development while 

securing a steady ROI? 

While a definite answer to that question exceeds the boundaries of this project, previous 

considerations give rise to two reflections. First, expressions like 'fiduciary capitalism’ and ‘universal 

ownership’ that use the amount of capital and size of portfolios available to institutional owners as an 

argument for pension funds’ potential impact, often present these as being capable of social activism. 

Yet, it is still questionable how much of a changemaker role pension funds can uptake by 

predominantly investing in secondary markets. The importance of viewing their role in a more modest 

way was highlighted by one interviewee in the following way: 

I think that you should from time to time think about pension funds or financial investors as having only stupid 

money. We can’t do anything. In the sense that we can’t build wind farms, we do not invest in the next type of 

renewable energy. I include myself in that group. We cannot build a house. […] We can do a lot of things that 

will contribute to doing good and help save the world. But at the end of the day, we only manage stupid money. 

And it’s only the ability for us to channel those funds into the hands of people that can actually do things that 

make the change. (E1, 36:15) 

Furthermore, it is nowadays a recognized argument that pension funds safeguard their fiduciary duty 

and long-term ROI through considering negative externalities, e.g. of carbon emissions. Along these 

lines, it could also be argued that, if a fiduciary duty entails acting in the best interest of the members, 

pension funds are obliged to represent and act in accordance with their members’ non-financial 

preferences. If then, for a minority group at least, this interest also includes a strong desire for a more 

sustainable future, pension funds may justifiably be expected to engage the public in their sustainability 

agenda to a larger degree and, in careful alignment with these discussions, take more radical stances 

on environmental or social issues. A great sense of self-efficacy regarding sustainability was also 

conveyed in some of the interviews, with ESG managers stating to play a role as “brokers for 

sustainability” (E3, 01:12:04). 

Second, the fiduciary duty also entails that pension funds will and should never be actors that fail to 

act economically prudent – not least, because it is their members’ retirement savings that are at stake. 

Therefore, if one demands more activism of pension funds it is important to recognize that this role 

will always be limited with regards to this fiduciary duty. Moreover, it has also been shown that pension 

funds do not operate in a political vacuum. While the point has been made that Danish pension funds 
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actively engage in influencing guidelines determining the course of the industry, the interviews also 

pointed out how much pension funds depend on government subsidies for financing risky long-term 

green infrastructure: 

So, the idea was that we have the ambition to invest much more. That ambition then, when it was put into the 

PM’s press release, changed from an ambition to not a goal but a commitment. If you go back, talk to the 

individual pension funds and ask them ‘Have you committed to invest this money?’ they’ll say ‘No, it depends 

on whether there’s projects to invest in, blah, blah, blah, blah, blah.’ But […] here’s the reality. Here’s the political 

reality. Here’s a spin machine. And here’s the press. And sometimes, some final details get lost within this. The 

idea is that the Danish pension funds are all committed to continuing investing in both real estate and 

infrastructure assets if there are projects available to them, and they can get them at a reasonable price. […] So 

those changes in market development, have implications for how much the pension funds are able to invest in 

this. They have an ambition to keep the same relative investments as their assets grow, but it’s dependent on 

there being assets for them. (E1, 30:55) 

Thus, it is important to see pension funds as dependent on and influenced by many actors, particularly 

political guidelines, incentives and regulatory frameworks. As such, progressive ESG investment 

decisions cannot be perceived as purely autonomous and activist decisions, but rather reflect a process 

of continuous alignment. Yet, what to align with still seems to bring about diverging opinions. While 

on the one hand, one interviewee at ATP claimed that that a Paris-aligned portfolio is rather a moral 

than an investment decision, another interviewee comments on this by stating that “[y]ou’re still 

talking about a state-owned actor that is deciding on behalf of every single one of us, choosing not to 

align to an agreement Denmark has made. It doesn’t make any sense” (E2, 32:14). As can be seen, 

while pension funds are no longer perceived as purely financial players, the debates about their role in 

the green transition are still ongoing and remain to be examined on a continuous basis. Consequently, 

the results of this thesis should not be understood as a critique of the practices of pension funds. 

Instead, regardless of how powerful of a changemaker one may perceive Danish pension funds to 

actually be, the findings can be read as a call to re-assess the extent of public engagement in pension 

fund decisions and to direct a certain sensitivity to current definitions of ESG standards, guidelines 

and regulations. 
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9 CONCLUSION 

9.1 ANSWERING THE RESEARCH QUESTION 

Motivated by the promising prospects of fiduciary capitalism’s effect on sustainable development, this 

thesis set out to answer the following research question: 

How do Danish pension funds, faced with the irreconcilability of ESG data, contribute to the creation, dissemination 

and legitimization of ESG knowledge and how can these knowledge practices be analyzed and critically assessed from 

a lens of social epistemology? 

In order to do so, the first part of the project concerned creating the theoretical and methodological 

foundations necessary to scrutinize the research object of ESG knowledge in its chosen context. After 

the three-pillared Danish pension system consisting of both public, commercial and occupational 

pension funds was introduced (see chapter 2), a review of the existing literature on ESG in the 

business, finance and sociology disciplines identified hitherto dominant research strands (see chapter 

3). With only few natively sociological approaches to ESG, the theoretical foundations started with 

expanding on the concept of collective beliefs and introduced the concepts of power-knowledge and 

neoliberal governmentality by Michel Foucault as well as the notion of epistemic injustice by Miranda 

Fricker (see chapter 4). Finally, a chapter on the methodology of this project introduced the way in 

which this thesis project was conducted (see chapter 5). It presented how empirical data was gathered 

through a document analysis as well as eight semi-structured interviews and reflected on the 

methodological choices that were made during the course of the research. 

The second part of the thesis presented, analyzed and discussed the results of the empirical work. The 

combination of interview data and a document analysis provided a holistic picture of the development 

and legitimization of ESG knowledge in Danish pension funds as a continuously reinforcing 

movement, the gathering and processing of knowledge as a patchwork approach and revealed tensions 

concerning the convergence, relevance and complexity of ESG data as well as the effectiveness of 

active ownership and divestment (see chapter 6). This opened up fruitful ground for discussing the 

implications of the findings through the theoretical lenses of a collective belief, power-knowledge 

struggles and potentially incurred epistemic injustices (see chapter 7). Finally, the datafication of 

sustainability as well as the role of pension funds as activists were discussed to put the previous results 

into a larger picture (see chapter 8). 
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Consequently, the research question is answered through the following analyzed results. First, the 

findings have expanded on our initial definition of ESG knowledge as a set of activities of gathering 

and processing environmental-, social- and governance-related information that facilitate an 

assessment of the financial-material as well as the extra-financial implications of investment-related 

decision-making. Hence, it represents a reference point from which ESG managers in pension funds 

identify, monitor and evaluate their investments, while it also functions as a legitimization ground for 

justifying ESG-related activities such as divestment and active ownership. The information sources 

that are used may vary from inhouse and third-party data sources to public debates and member 

inquiries and are dependent on the individual knowledge gathering, processing and subsequent 

prioritization process of the respective pension fund. Consequently, Danish pension funds respond 

to the irreconcilability of ESG data and the proliferation of ESG standards and best-practice 

approaches by employing a patch-work approach. Relying on a multitude of information sources, their 

ESG knowledge creation process is defined by a continuous assessment and weighing of different 

information sets through an individual lens of the pension funds’ respective ESG department. 

Additionally, their role spans towards ESG knowledge dissemination in the form of engaging and 

interacting with members, NGOs, the media and the government, having to publicly legitimize, defend 

and advocate their investment decisions. That way, pension funds are both, recipients and creators of 

ESG knowledge. 

Their decisions are informed by individual and collective beliefs. While individual beliefs in the 

usefulness of ESG knowledge may vary, the collective belief in its usefulness asserts itself through a 

joint commitment in form of networks and collaborative initiatives, and thereby consistently 

underpins and works as a legitimization ground for decision-making in Danish pension funds. From 

a Foucauldian lens of neoliberal power-knowledge, this collective belief represents ESG as a site for 

power-knowledge struggles in which different societal actors (pension funds, rating providers, 

companies, governments, the critical public & NGOs) aim to utilize ESG knowledge to their 

advantage. As it is ultimately a neoliberal governmentality that structures decision-making in pension 

funds, ESG knowledge that is aligned with a market rationality is deemed to be “true” – other ESG 

knowledge, e.g. a portfolio-alignment with the Paris agreement, is deemed to be methodologically 

questionable and of doubtable impact. Thus, on a broader level, it is a central finding of this thesis 

that ESG knowledge is – in line with Foucault’s thinking – not impassionate but works in the interest 

of powerful societal players. A focus on epistemic injustice opened up reflections how a language, 
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consisting of complex definitions, standards and terminologies, may prescribe a high epistemic 

standard for the way ESG knowledge should be articulated. This was done by arguing that NGOs and 

members may not have the same access to data as compared to pension funds and by pointing to the 

fact that a norms-based responsible investment approach has been granted lesser epistemic authority 

than a financial-profitability-based one. 

Ultimately, these results feed into ongoing discussions about the datafication of sustainability and the 

role of institutional investors in the green transition. As examined from an inherently epistemological 

angle, the findings suggest a higher degree of engagement with the critical civil society in the creation 

of ESG knowledge – if not for preventing the potential epistemic injustice of excluding members 

from the deliberations about how their very own pensions are used, then for the practical 

consideration of mitigating the negative implications of imperfect ESG rating methodologies. This 

call for more public engagement in ESG matters resonates with the discussion of how impactful 

pension funds can be as changemakers. While our epistemological investigations are not able to fully 

answer this question, they do emphasize pension funds’ dependency on regulations and political 

support in order for them to take progressive stances on sustainable development. 

9.2 METHODOLOGICAL REFLECTIONS AND LIMITATIONS 

This conclusion is subject to several limitations which shall be considered going forward. Foremost, 

referring to our methodological reflections in chapter 5, information cannot be seen in isolation, but 

needs to be placed in context (Atkinson & Coffey, 2011). In the analysis of knowledge creation, 

dissemination and legitimization itself, we actively employed careful considerations to the social 

context of knowledge sources and practices for instance in paying attention to whether the interviewee 

was arguing from a commercial or non-commercial angle. However, following this methodological 

approach, we must also acknowledge that our own research project is susceptible to working on a 

foundation of implicit assumptions and a pre-assumed knowledge. This may for instance concern the 

reader’s preconception of ESG or the Danish pension fund system. In order to mitigate these effects, 

we aimed to provide definitions and clarification wherever that is possible. Yet, we are aware that the 

results may not be as accessible or agreeable to all readers, largely depending on their own social 

context. Furthermore, three kinds of considerations limit the validity of the empirical data we drew 

on in order to arrive at our results. First, in terms of validity, we acknowledge that the results are 

largely dependent on the composition and kind of sources as well as our processing of the data. We 
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thereby understand our answer to the research question as one possible interpretation of the findings 

among a multitude of other possible interpretations, which may have brought forth different results 

if structured, categorized and summarized differently. Nevertheless, broadening the scope of interview 

participants would arguably improve our own results, and specifically minimize a bias towards sector-

dependent views of pension fund employees. In doing so, if the matters of time and access would 

have been more favorable, interviewing more ESG data providers, critical journalists, politicians and 

NGOs could have introduced even more nuances to our argumentation. Alternatively, it would also 

be interesting to complement the results of our study with an assessment about the level of 

understanding and engagement of pension fund members with regards to ESG. This could have 

helped to arrive at more concrete findings concerning the epistemological injustice analysis (see section 

7.3). 

Second, in addition to the validity of the results, we may also pose the question of its generalizability 

in reference to its transferability to other areas or future studies in other contexts (e.g. the non-Danish 

pension fund sector). Evidently, the findings are highly dependent on many variables, such as the 

timing, local context and the interviewee’s statements, which cannot be replicated in a different 

research context. Therefore, while we would argue that the analysis of trends that legitimize ESG 

holds in a wider context, it is unlikely that the ESG knowledge creation and dissemination processes 

and practices would proceed similarly in a different cultural or economic context. One interviewee 

clearly emphasized that the Danish ESG ecosystem is not comparable to the ones located in Southern 

Europe or the USA, and accordingly, we do not want to claim generalizability to any context far 

removed from a Scandinavian or Danish environment. However, we would propose and encourage 

to transfer our epistemological lens to these contexts in separate studies, as it provided us with the 

sensitivity to see the development and current discourse of ESG as well as its implications on social 

actors in a different, more nuanced light. 

Third, sustainable finance and ESG are still rather nascent topics that redefine themselves 

continuously, introducing new terminology and thereby continuously changing and adjusting its 

narrative, scale and scope. The new EU taxonomy has only been introduced during the writing process 

of this thesis and is expected to majorly influence the field. Therefore, we recognize that ESG 

definitions, narratives and approaches have to be seen as temporary and continuously evolving 

knowledge, that have evolved during the course of this thesis and will most certainly evolve even 
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further after its submission. As far as it was possible, we have aimed to incorporate current 

developments in the findings, yet, we propose to see these as decisively time bound. 

9.3 CONTRIBUTIONS AND IMPLICATIONS OF THE STUDY 

Referring back to the motivation and problem statement articulated in the introduction, we argue that 

this study contributes both to the academic body of literature as well to the practical context of ESG 

knowledge in Danish pension funds. On an academic level, the literature review suggested that ESG 

was primarily researched from the business and finance disciplines with a strong focus on quantitative 

methods, employed under a positivist research paradigm. Through choosing an inherently 

epistemological lens, rooted in both sociological and philosophical theory, we hope to have 

contributed to forming an alternative approach to ESG and its problems related to the way knowledge 

is created and legitimized. Arguing along these lines has provided fruitful insights, particularly in regard 

to the irreconcilability of ESG data, which from the positivist and quantitative business and finance 

perspective seems undesirable. Realizing that pension funds are mostly using ESG data as flags draws 

attention to the previously underrecognized fact that a multiplicity in methodologies and diverging 

data might not be unattractive to them, since more different data points presents a higher likelihood 

of capturing the critical ESG issues. 

For the sociological and philosophical disciplines, we hope to have shown a pathway of researching 

ESG from an epistemological viewpoint. In line with recent and perpetually evolving developments 

of the financial world, ESG represents an interesting object of research for sociology and philosophy. 

Through our study, we hope to contribute to showing that ESG research from these theoretical 

backgrounds promises insightful analyses on the role of finance and its actors in the context of the 

ongoing green transition of our societies. 

Regarding future research, we suggest two kinds of endeavors that could expand on the results of this 

study. First, researching the way how pension funds balance ESG and financial interests could create 

more depth of understanding for ESG knowledge. Approaches along these lines could for example 

focus on the unlisted asset space (e.g. infrastructure or energy projects) where unified practices and 
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processes of ESG knowledge are only in their birth stages23. As mentioned in chapter 2, these unlisted 

assets are part of the 39 % of “other asset classes”, which is a relatively high number compared to the 

25.2 % that is invested in listed equities, which, to this stage, represents the most defined space for 

the use of ESG data. Second, it might be interesting to also broaden the scope of the research by 

transferring the epistemological lens to other social contexts, kinds of investors or new forms of 

technologies (e.g. AI-based ESG ratings). 

On a practical level, we see two implications of the study we have conducted. On the one hand, we 

suggest that our analysis is relevant to Danish pension funds. Given that “you get really speed blind 

when you're in this business because it's billions here and billions there” (E1, 01:06:24), drawing 

attention to the ways how the own knowledge creation impact the ESG decisions and the 

legitimization of these is arguably a good method to see what potentially adverse effects are built into 

one’s methodology. Furthermore, the results of our analysis also propose that more transparency can 

improve pension funds’ ESG knowledge, utilizing the investigations of critical NGOs and journalists 

to monitor their own portfolio’s risk – which ultimately is a service to their fiduciary duty. On the 

other hand, we maintain that this call for transparency should take its form in an increased level of 

societal awareness and engagement with ESG. While it is unreasonable to expect “normal” members 

to be interested in and know about the intricacies of ESG investing, politicians, NGOs and journalists 

have a strong cause for engaging with ESG knowledge. It lies with them to voice public interests in 

institutional investing besides a general desire for a steady ROI, as recently happened with the positive 

example of the EU taxonomy on sustainable finance. Further political and societal action could for 

instance include creating pathways of influence for members in their pension funds through councils 

or regular stakeholder meetings. Simultaneously, all efforts should be taken to translate the ESG 

finance jargon to a context that is relevant and comprehensible to a broader range of individuals. For 

a growing group of them, one could argue, creating, disseminating and legitimizing ESG knowledge 

is more than “just, you know, bits and bytes” (I6, 06:04), but essentially constitutive to the material 

impacts of the way their pensions are financed. 

 

23 These may be particularly interesting to be observed as a further reflection starting from our analysis of a neoliberal 
governmentality since many Danish pension funds, such as PFA, claim that “it is important to look to sources of return 
that are less sensitive to market fluctuations than shares and bonds. Therefore, PFA has significantly upped its unlisted 
investments in properties, infrastructure, green energy and logistics in recent years.” Thereby referring to the unlisted ESG 
investment space as a way to go about the “turbulent periods” financial markets are currently facing (PFA, 2020a).  
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